

i 


• i 


financial times 



Hong Kong 

Big risks for 
China too 

Book Review, Page 10 


'• /arid Business Newspaper http://www.FT.com 



Machine vision 

Wider role in 
quality control 

Technology, Pago 17 



Argentina Trade disputes 

The economy WTO more popular 
after Cavallo than Gatt 


Page 3 


Pages 


THURSDAY AUGUST S 1996 


IBM, Mercedes 
plan advanced 
car computer 

EBM, the world's largest computer group, nn d 
Mercedes-Benz of Germany are working 
together to develop vehicle electronics networks 
to control engine functions, t ransmissi on and 
other mec h a n ical operations and provide access 
to the Internet, satellite navigation systems, 
traffic and other data. Page 12 

Chino agrees to Join nuclear test ban: 

The US has reached a deal with Beijing to add 
China’s signature to a treaty outlawing all 
future nuclear test explosions. Only objections 
from Indifl ape holding up an agreement. 

Scientist doubt* proof of Martian llfa: 

The European Space Agency's top Mars scientist 
warned evidence of life on the planet, uncovered 
by Nasa scientists, should not be taken too seri- 
ously. Page 4; Editorial Comment, Page 11 

N Ireland march banned; The British 
government moved to head off violence In 
Northern Ireland after the banning of a planned 
Londonderry march on Saturday by the prates- 
tant Apprentice Boys. Page 8 

Ad i d a s announced a 56.3 per cent rise in 
pre-tax profits to DM249m (5167m) for the first 
half of the year, highlighting the German sports 
goods maker’s recovery’ from financial difficul- 
ties In the early 1990s. Page 13 

ValnJet reported a second-quarter loss of $9.6m 
after the discount US carrier was grounded in 
June following a crash in the Florida Everglades 
In May. Page 15 


British new car sales up 17%: 

Registrations of new cars in Britain jumped by 
17 per cent year-on-year in July, booking hopes 
of sales over 2m this year for the first time since 
1990. Page 8 

Drasdnsr Bank of Germany announced 
operating profits of DM1.42bn (8956m) in the 
first h alfoF 1996. a rise of 44 percent, helped by 
a strong securities business and a first-time con- 
tribution from Kleinwart Benson, the UK invest- 
ment bank acquired last year. Page 13 

Toyota, Japan's largest carmaker, will invest 
SI 50m in a new production factory in Brazil, 
despite a continuing row between the two coun- 
tries over Brazil's car policy. Page 6 

Cathay Pacific Airways, the Hong 
Kong-based airline, announced net profits of 
HK$1.65bn i US$ 21 4m) for the first six months of 
the year - a 67 per cent rise over 1995. Page 13 

Brazil plans banks bail-out: Brazil 
unveiled a plan to restructure the country’s 
debt-burdened state banks in a move seen as 
part of an assault on mounting public sector 
debt Page 12 

Pod soos US growth easing: The US 

Federal Reserve said the economy kept growing 
In June and July but there were signs the pace 
was easing from Its hectic second-quarter rate. 
Page3 

$4n bafl for ex-Bramor Vulcan chief: A 

German court set a DM6m ($4m) hail for Fried- 
rich Hennemann. the former chairman of bank- 
rupt shipping group Bremer Vulkan AG, who 
was arrested on June 20 for suspected misuse of 
funds. 

India anatouncos Kashmir Stocktons: 

India said it will hold elections In the troubled 
Jammu and Kashmir stale in September, the 
first in the Himalayan province for nine years. 

Radish Ifnkod to Japan food poisoning 



A Tokyo shopkeeper displays radish sprouts 
(above) for sale at a local supermarket Japan's 
health ministry said radish spouts might be the 
source of a food poisoning outbreak that bos 
killed seven people and affected more than 9,000 
others. Page 4 


PT.Conu the FT web site provides online news, 
comment and analysis at http:. .'www.FT.com 
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Washington move will allow Baghda 
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$l.lbn on medicine and food 


US clears way for Iraq oil sales 


By Michael Littlejohns 
in New York and Robert 
Corzino hi London 

The US yesterday withdrew Its 
opposition to a plan that will 
permit Iraq to sell up to 
$2bn-worth of oil and use the 
proceeds for humanitarian 
purposes. 

The move clears the way for 
the first approved interna- 
tional sales of Iraqi oil since 
the Gulf war began in 1990. 

Ms Madeleine Albright, the 
US delegate to the United 
Nations, announced that 
Washington had dropped 
objections that had delayed 
the UN Security Council sanc- 
tions committee’s approval of 


a scheme to distribute food 
and medicine to Iraq's civilian 
population, including rebel 
Raids in the north. 

All 15 Security Council mem- 
bers sit on the sanctions com- 
mittee and the US was the 
only member to object when 
the panel met last week. 

Oil prices yesterday dipped 
20 cents for the benchmark 
Brent Blend for September 
delivery but recovered In late 
trading to end at £19.475 a bar- 
rel, a foil of 2 cents on the day. 

Some traders fear the return 
of an estimated 700,000 barrels 
a day of Iraqi crude oil to 
world markets after a six-year 
absence could trigger further 
price falls, as Baghdad battles 


to recover customers lost to 

rival Middle Eastern producers 
such as Iran, Kuwait and 
Saudi Arabia. 

It was unclear last night 
when the first oil would be 
shipped. Oil traders said 12m 
barrels of Iraqi crude were 
stored at the Turkish port of 
Ceyhan ready for loading on to 
tankers. Iraqi officials said it 
could take only two weeks to 
conclude the first sale. 

But western diplomats said a 
month might be needed to 
ensure enough aid and oil 
sales monitors were In place in 
Iraq to make certain the 
regime’s compliance with the 
UN guidelines. 

The Iraqi aid distribution 


proposal was accepted last 
month by Mr Boutros Boutros 
Ghali. the UN Secretary Gen- 
eral, but the US. Insisted on 
stricter monitoring. 

Ms Albright said the US 
would make sure that the nec- 
essary procedures for oil sales 
and the distribution of civilian 
supplies were carried out 
“veiy rigorously". It was 
imperative to ensure that the 
“right people" benefited. She 
added that US approval did not 
in any way abrogate the exist- 
ing sanctions regime. 

Ms Albright said a few tech- 
nical questions still had to be 
resolved. The US was insisting 
that the UN engage a suffi- 
cient number of monitors and 


put them “in the right places". 

OB sales win be permitted 
over a six-month period, but 
delegates say the programme 
is likely to be extended if pro- 
cedures are satisfactory. 

Under the Security Council 
resolution adopted last year, 
Iraq would have to spend 
SLlbn on food and medicine, 
6600m on Gulf war reparations. 
$260m-$300m on relief for the 
Kurdish minority and $40m- 
8100m on supporting UN 
operations in Iraq. UN inspec- 
tors will monitor how the 
money is spent. 

The Organisation of Petro- 
leum Exporting Countries, 
whose member countries con- 
trol more than a third of world 


Oil price 
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supply, ha« said it would call 
an emergency meeting if Iraqi 
ofl. sent world prices tumbling- 

Commodities, Page 20 


Chechen rebels 
step up assault 
on Grozny 


By John Thornhill In Moscow 

Chechen separatists yesterday 
intensified their assault on 
Grozny, the capital of the 
southern Russian region, kill- 
ing more than 50 federal troops 
and casting a shadow over 
President Boris Yeltsin’s inau- 
guration ceremony tomorrow. 

After a fragile ceasefire 
agreement broke down earlier 
this month, Chechen rebels 
launched a series of guerrilla 
raids an Russian troop posi- 
tions. Yesterday they fought 
their way into the heart of 
Grozny, seizing the telephone 
exchange and threatening to 
storm the local government 
headquarters. 

The assault prompted a 
fierce response from Russian 
helicopter guns hips as army 
commanders vowed to “take 
all possible steps” to evacuate 
civilians and clear the city of 
guerrillas. Russian reinforce- 
ments arrived in Grozny last 
night to secure government 
offices, according to Interfax, 
the Russian news agency. 

The fighting in Chechnya 
will come as a severe embar- 
rassment to Mr Yeltsin as he 
prepares to greet 3.000 Russian 
and foreign dignitaries at his 
inauguration ceremony In the 
Kremlin. The ceremony will be 
the first occasion that a demo- 
cratically elected leader is 
sworn into office In Russia's 
history as a sovereign nation. 

All leaders from the Com- 
monwealth of Independent 


States are expected to attend 
the inauguration as well as 
foreign ambassadors In Russia. 
But fresh concerns were raised 
about the state of Mr Yeltsin's 
health as the inauguration’s 
or ganising committee switched 
the venue for the ceremony 
from the Cathedral Square to 
the Soviet-era Kremlin palace. 

The president's press service 
said the change of venue from 
an outdoor to an indoor site 
was purely a cost-cutting mea- 
sure that would save 
Rbs9,000bn ($I.7m). 

But some observers 
suggested Mr Yeltsin wanted 
to minimise his exposure at 
the ceremony, which has 
already been cut from 60 to 
30 minutes. Mr Yeltsin has not 
been seen in public since June 
26. 

His failure to resolve the 
conflict in Chechnya may also 
alienate many of his liberal 
supporters who grudgingly 
backed the president’s re- 
election bid. But Mr Alexander 
Lebed, tee secretary of the 
Security Council, held out 
some hopes yesterday that a 
new more broadly based peace 
initiative would soon be 
launched in Chechnya. 

Mr Lebed said the Security 
Council planned to convene a 
forum of all interested parties 
in Chechnya to hammer out a 
compromise solution. 

Zyuganov eyes links with 
nationalists. Page 2; Tall order 
for a tired man. Page 11 





Croatian president Franjo Tudjman (left) and Serbian president Slobodan Milosevic (right) at lunch with Greek premier Costas 
Slmitis during talks in Athens where Serbs and Croats made progress on opening full diplomatic relations Report, Page 2 pic&m rm> 


France announces big spending cuts 


By Andrew Jack in Paris 

The French government 
yesterday announced plans for 
substantial cuts in public 
spending to achieve a planned 
spending freeze in 1997. 

But scepticism in the mar- 
kets about the French govern- 
ment’s ability to maintain bud- 
getary rigour reinforced recent 
downward pressure on the 
franc. It closed at FFr3.413 
against the D-Mark, its lowest 
closing level since March and 
a Can of 1.7 centimes against 
the D-Mark this week. 

The Matignon, the prime 
minister's office, said it had set 
“an unprecedented” objective 
of cutting more than FFrfiObn 
($12bn) in real terms from 


expenditure targets across gov- 
ernment departments to 
ensure that next year’s overall 
target was maintained at this 
year’s level of FFrl^52bn. 

Mr Jean Arthuis, the minis- 
ter of economics and finance, 
dismissed the pressure on the 
franc, which he said was 
driven by “rumours" that 
encourage speculation, “espe- 
cially during August”. Yester- 


day’s expenditure freeze was 
“tee best response” far the 
markets, he said. 

He reiterated that the gov- 
ernment would meet Its objec- 
tive that the 1996 deficit would 
not exceed 4 per cent at gross 
domestic product, falling to 3 
per cent In 1997 and allowing 
France to meet tee Maastricht 
criteria for monetary union. 

Mr Arthuis said the first de- 


ments of the government's 
promised five-year tax reform 
programme would be unveiled 
in pa r lia m ent this autumn, 
and that the government 
aimed to reduce the tax bur- 
den for the current year. 

Yesterday's budget figures 
emerged after tee last French 
cabinet meeting before tee 

Continued on Page 12 


Schering profits boosted 
by surge in MS drug sales 


By Judy Dempsey in Bonn and 
Daniel Green In London 

Schering, the German pharma- 
ceuticals company, yesterday 
delivered the profits growth 
investors have been expecting 
for more than two years. 

The sharp rise in profits was 
helped fay a surge in the sales 
of Steering's multiple sclero- 
sis drag, the first to be mar- 
keted by a pharmaceuticals 
group. 

Net profits for the first half 
of the year rose 32 per cent 
from DM 185m In 1995 to 
DM244m (SI 65m). The com- 
pany said It expected profits 
to grow by a third for the 
whole year. 

nils rate of growth is dou- 
ble that posted by most large 
pharmaceuticals companies at 

the Interim stage. Schering 
shares rose 3.2 per cent to 
DM1084W- 

Tbe profits rise ends a run 
of disappointing results over 
the past year, caused partly by 
the strong D-Mark. Invest- 


ment analysts have criticised 
the company for what they 
regarded as passive manage- 
meat. Mr Mark Tracey, ana- 
lyst at Goldman Sachs in Lon- 
don, said the company had 
undergone a transformation In 
the first half of the year. 

“Management seems to have 
got Its strategic act together,” 
he said. He said Schering had 
signed a distribution agree- 
ment with Abbott Laborato- 
ries of the US, one of the 
world's biggest suppliers of 
hospital drugs, for Steering's 
contrast agents, used to made 
X-ray Images clearer. 

Steering's growth was led 
by a sharp Increase in foreign 
sales, lower tax charges and 
higher sales In its diagnostic 
and fertility divisions. 

Sales of Its multiple sclero- 
sis drug; Betaseron, rose from 
DMl90m to DM265m in the 
first half. Group sales rose 11 
per cent from DM2J3bn to 
DM2JS6fan. Foreign sales rose 
12 per cent, from DMlJKbn to 
DM2.l9hn, with sales ta the 


CONTENTS 


US and Latin America rising 
20 per cent. Domestic sales 
increased 6 per cent, from 
DM355m to DM375m. 

The tax burden on pre-tax 
earnings fell to 41 per cent as 
most growth was in countries 
with lower corporate tax rates 
than Germany. 

Sales in the fertility control 
and hormone therapy division 
grew 10 per cent, from 
DM705m to DM775m, with Cli- 
mara, a hormone drug 
launched last year In the US 
contributing DM21 m. 

Earlier this year, Schering 
took a 74 J9 per cent stake in 
the Jenapharm group, an east 
German company specialising 
tn fertility products. Last 
month it bought Leiras, the 
Finnish company specialising 
tn fertility control and hor- 
mone treatments. The thera- 
peutics business, which grew 
by 16 per cent, from DM577m 
to DMfi70m. was boosted by 
sales of Betaseron. 

World stocks. Page 30 
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First European 
Union Conference on 
Campus Companies 

Cork, Ireland. 4th & 5th September 1996 

The exploitation of research results and the development 
of technology based firms are two of the keys to 
employment growth and regional development. In 
many countries the University campus has been a rich 
source of such startup, high technology enterprises. 

This conference will bring together international 
experience in establishing, nurturing, funding and 
growing campus companies. The programme will 
include key players in the field with speakers from 
Hewlett Packard, Massachusetts Institute of Technology, 
Elan, 3i and the European Commission. There will be a 
full supporting social programme. 

Bookings to: 

Francis Fuflen, 

IFT1 limited, 

23 Upr. Mount Street, 

Dublin 2. 

Phone: 353-1-4616997. 

Fax: 353-1-6616133. 
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NEWS: EUROPE 


Serbs and Croats edge a bit closer 


By torin Hop* In Athens 
Bod Uura SSber In Bd^mle 

Presidents Slobodan 
Milosevic of Serbia and 
FranJo TudJman of Croatia 
y°sterday appeared to make 
progress at talks in Athens 
on opening full diplomatic 
relations. 

But they failed to resolve 
cnictal obstacles to mutual 
recognition by the two for- 
mer Yugoslav republics and 
no firm timetable was set for 
establishing normal ties. 

They agreed that the Ser- 
bian and Croatian foreign 
ministers would meet in Bel- 
grade at the end of August 
to discuss a formal accord 
covering issues such as the 
exchange of ambassadors, 
said a statement issued alter 
the meeting. 

Tanjug, the Serbian state 
news agency which reflects 
Mr Milosevic's views, later 
stressed that Croatia must 
meet "“political pre-condi- 
tions” set by the Dayton 
peace agreement before 


Greek premier takes a brief bow and retreats to the wings 


Greece’s prime minister, Mr Costas 
Slmitis, made a quick exit yesterday 
after wishing the leaders of Serbia and 
Croatia success at the start of their 
talks at a seaside hotel outside Athens, 
writes Kerin Hope. 

While Greek officials 'stressed that 
the meeting between Presidents 
Slobodan Milosevic and Franjo 
Tudjznan was arranged by the Socialist 
premier “to promote peace and 
stability in the Balkans”, they were 
careftal not to sound over-optimistic 
about its outcome. 

The Greeks have unhappy memories 


of a failed attempt In 1993 to reconcile 
the warring factions in former 
Yugoslavia. Those talks at the same 
hotel at Voullagmeni, hosted by 
conservative prime minister 
Constantine Mrtsotakis. ended with all 
the ex-Yugoslav leaders putting their 
signatures to the Vance-Owen peace 
plan. But Mr Mftsotakis*s diplomatic 
triumph collapsed a few days later 
when the self-styled Bosnian Serb 
parliament rejected the plan. 

In the past year, Greece has tried to 
offset its image of being too close to 
the Sorbs by promoting relations with 


Croatia and the Bosnian Moslems. Yet 
the traditional Greek-Serb friendship 
stiff flourishes. Mr Milosevic is a 
frequent visitor to Greece where he is 
courted by businessmen who used to 
ship oil and other supplies to Serbia in 
defiance of United Nations sanctions 
and are now keen to invest there. 

The Serbian leader is believed to 
have asked Mr Simitas to set up the 
meeting with Mr Tudjman during a 
holiday aboard his new yacht 
purchased in Athens. He arrived far 
yesterday’s talks from Hydra, an 
island popular with Greek shipowners. 


there could be recognition. 
These include the return of 
several hundred thousand 
Serb and Croatian refugees 
to their homes. 

A year ago this week, 
some 200,000 Serbs fled Croa- 
tia after the Croatian army 
captured the Serb-held 
enclave of KraJina. Despite 
Mr Tudj man's formal com- 
mitment to their return. 


only 1,000 Serbs have been 
allowed back into Croatia 
where they face harassment 
by local authorities. 

The Serb and Croat presi- 
dents. the two most powerful 
leaders in ex-Yugoslavia, 
bad not held a bilateral sum- 
mit since March 1991. when 
they conspired at a hunting 
lodge in northern Serbia 
to partition Bosnia at 


the expense of the Moslems. 

Yesterday's meeting was 
arranged by Greece's prime 
minister, Mr Costas Simitis 
at the request of Mr Milos- 
evic. It was held amid tight 
security in a luxury hotel In 
Voullagmeni, a seaside sub- 
urb of Athens. 

Greece has close ties with 
Serbia, based on their com- 
mon Orthodox Christian tra- 


dition. But relations were 
strained earlier this year 
when Mr Milosevic decided 
to recognise the former 
Yugoslav republic of Mac- 
edonia under that name, 
which Greece claims should 
be changed to avoid imply- 
ing a claim on the Greek 
province of Macedonia. 

Diplomats in Belgrade said 
Mr Milosevic requested the 


meeting to try to speed the 
process of mutual recogni- 
tion with Croatia. 

He Is anxious to secure 
recognition for Serbia and 
Montenegro as the sole suc- 
cessor state to the Yugoslav 
federation, taking over Its 
seat at the United Nations 
u nd its membership of the 
International Monetary 
Fund without having to 
meet any conditions which 
might be imposed on a new 
member. 

Mr Milosevic had also 
revived his proposal for a 
three-way exchange of terri- 
tory with Croatia and the 
Bosnian Serbs which would 
improve access to rump 
Yugoslavia's only naval base 
in the Bay of Kotor. 

In return for handing over 
the Prevlaka peninsula 
which overlooks Kotor, Croa- 
tia would get Bosnian Serb- 
held land in the h* r '* CT ~ 1nnti 
of Dubrovnik, The Bosnian 
Serbs would get a strip of 
land between Yugoslavia 
and Croatia. 


Zyuganov eyes 
links with 
nationalists 


By John ThomhiU in 
Moscow and agencies 

Russia’s Communist party 
yesterday attempted to 
revive its political fortunes 
after last month’s crushing 
presidential election defeat 
by forging a formal political 
alliance with leading nation- 
alist groups. 

At the founding congress 
of the National Patriotic 
Union, leading Communist 
politicians urged all opposi- 
tion forces to rally around 
the new movement to cam- 
paign for the next presiden- 
tial election in 2000. 

Mr Gennady Zyuganov, 
the Communist party leader 
and defeated presidential 
candidate, said, “We face a 
choice. Either we unite our 
forces or lose our mother- 
land.” 

The new union will 
Include at least 44 parties, 
including the parliamentary 
Communist and Agrarian 
parties, and many national- 
ist and extreme communist 
splinter groups. 


A common programme has 
still to be developed for the 
wide spectrum of political 
views but there were signs 
of a shift from the commu- 
nist past towards a more 
nationalist position. Draft 
documents circulated at the 
conference made no mention 
of socialism. 

Such a move reflects the 
perception of many politi- 
cians, including moderate 
communist leaders, that 
nothing resembling old-style 
communism could command 
enough support for electoral 
success in Russia. 

Moderate nationalism 
appears to have a wider 
appeal because many people 
yearn for the superpower 
status lost when the Soviet 
Union collapsed in 1991. 
Some extreme Communists 
were wary of the new union. 

Mr Victor Anpilov, who 
leads the militant Working 
Russia movement, said that 
such a broad coalition would 
lack the iron discipline 
needed to create an effect- 
ive political organisation. 









All in favour. Mr Gennady Zyuganov (centre) votes with colleagues at the 



congress yesterday 


“To use Lenin's words, 
what one needs to break 
down a regime is not simply 
a powerful organisation but 
an organisation of revolu- 
tionaries.'' he said. 

But Agrarian party leader 
Mr Mikh ail Lapshin said he 
hoped radical forties such as 
Working Russia would not 
join the new Union. 

“There must be a normal, 
constructive opposition.” be 
said in a television interview 


before the congress. 

Mr Anpilov responded by 
distributing a statement at 
the congress saying he 
would join the Union only if 
it agreed to complete lack of 
co-operation with the 
authorities. Working Russia 
won more than six milli on 
votes In a parliamentary 
election last December but 
moderates would welcome a 
break with Anpilov because 
any association with him 


limits the chances of attract- 
ing mini ons of potential cen- 
trist voters. 

Mr Nikolai Ryzhkov, the 
former Soviet prime minister 
and head of the union’s 
organising committee, said: 
“The aim of the movement is 
to achieve a transformation 
to save the country from 
national catastrophe and cre- 
ate a force working for the 
rebirth of Russia as a great, 
independent and socially-ori- 


ented power.” 

The biggest groups in the 
new party will be Mr Zyuga- 
nov’s Communist party and 
its allies in the Agrarian 
party, which will provide the 
union's base in parliament. 
In the short term, it will 
attempt to capitalise on pub- 
lic discontent with the gov- 
ernment, especially if its eco- 
nomic difficulties Increase. 
Tall order for tired man. 
Page 11 


Old ghost back to haunt Spain’s new team 


The spectre of the “dirty war" 
against Basque terrorism, which 
haunted Spain’s Socialists during 
their last term in office, has 
returned to torment the country's 
new conservative administration. 

Controversy over the govern- 
ment’s approach to the investiga- 
tions has rocked Inter-party con- 
sensus on the handl in g of Basque 
violence. It has also strained rela- 
tions between the governing Popu- 
lar party and the moderate Basque 
Nationalist party (PNV), one of the 
allies on whom it relies for a 
majority in parliament. 

Mr Jose Antonio Ardanza, PNV 
president of the Basque regional 
government, is set to call a special 
meeting of the main political par- 
ties In the region, probably next 


The ‘dirty war’ inquiry which tormented the Socialists 
is now straining the conservatives, writes David White 


week, overriding objections from 
both the Popular party and the 
Socialists. 

The meeting is under the terms 
of a pact, signed by the parties In 
1988, to work together to pacify 
the Basque country. It has been 
prompted by the government's 
refusal to hand over secret service 
documents to three Judges Investi- 
gating “dirty war" cases, and by 
the release from custody of a Civil 
Guard general who had com- 
manded the force's main opera- 
tional headquarters in the region. 

Mr Ardanza's decision Is the 


result of a switch in position by 
the PNV, Joining demands by the 
Communist-led United Left and 
Eusko Alkartasuna, a harder-line 
PNV splinter party. The PNV 
accused the court which ordered 
the release of the controversial 
Civil Guard officer. Gen Enrique 
Rodriguez Galindo, of yielding to 
pressure. 

The move threatens to under- 
mine efforts to maintain a joint 
inter-party front in the fight 
against Eta, the illegal armed sep- 
aratist group. In June, when Eta 
declared a one-week truce, the 


mainstream parties in the region 
agreed on a common declaration 
rejecting negotiations unless the 
organisation extended Its cease- 
fire, freed a kidnapped prison offi- 
cer and accepted democratic insti- 
tutions. 

Mr Jose Maria Aznar, prime 
minister, said yesterday the meet- 
ing was “not a good idea” since 
there werfe no reasons for calling 
it After a two-hour audience with 
King Juan Carlos at the monarch’s 
summer residence in Majorca, he 
said the government had acted in 
line with its legal obligations. 


“I was elected to govern this 
cou n try, not to stir up the past,” 
he insisted. However, his party 
made clear it would attend the 
talks. The Socialists described the 
initiative as “a mistake**. 

The Supreme Court Is due to 
make a final decision early next 
month on whether to call on Mr 
Felipe GonzAlez. the Socialist for- 
mer prime minister, to testify in 
the inquiry into high-level 
Involvement in the Anti-Terrorist 
Liberation Groups (Gal), which 
are held responsible for 27 killings 
in the 1980s. 

After a recent string of Eta 
attacks in tourist centres, police 
experts on Tuesday blew up a sus- 
pected bomb at a state-owned Par- 
ador hotel outside Cdrdoba. 


Norwegian onshore oil workers threaten strike 


Talks were under way in 
Oslo last night to stop a pro- 
posed strike by Norwegian 
onshore oil workers which 
could shut down Norway's 
largest refinery and disrupt 

crude deliveries. Reuter 
reports from Oslo. 

The YS skilled workers’ 
union yesterday threatened 
to pull out 280 members at 
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the Mongstad crude terminal 
and reDnery If there was no 
agreement on general work- 
ing terms with the Norwe- 
gian Oil Industry Associa- 
tion. 

This gave rise to fears yes- 
terday that the dispute could 
spread to the gas and petro- 
chemical sectors. 

The YS workers, who 
include engineers, operators 
and office personnel, are 
employed by Statoil. the 


state-owned oil company, 
which operates the Mongs- 
tad facilities. 

The terminal handles 
crude from Norsk Hydro’s 
Troll and Statoil's Heidrun 
fields and some deliveries 
from the Gullfaks and Stat- 
Ijord developments. It has a 
storage capacity of 8m bar- 
rels of oil. The nearby refi- 
nery’ has a throughput 
capacity of 144.000 barrels 
per day. 


Statoil said it was working 
on contingency plans to 
lessen the Impact of any 
action. It has 800 YS mem- 
bers working across its 
operations. If the initial 
strike goes ahead, YS is 
reported to have plans to 
accelerate action after four 
days. 

Extended action would 
affect operations at the Kaar- 
stoe gas terminal and at 
Statoil's joint venture 


Borealis petrochemical plant 
In south-east Norway. 

Kaarstoe Is the processing 
terminal for the Statpipe 
line, which collects gas from 
the Statfjord, Gullfaks, Tor- 
dis. Snorre, Brage Veselfrikk 
and Heimdal fields for trans- 
port to Emden in Germany. 
It has a capacity of about 
25m cubic metres a day. It is 
also the landing point for 
condensate from the 60,000 
bpd Slelpner field. 


The Borealis plant, a joint 
venture between Statoil and 
Finland's Neste Oy produces 
130,000 tonnes a year of high- 
density polyethylene, 140.000 
tonnes of low-density poly- 
ethylene and 100,000 tonnes 
of polypropylene. 

Borealis said it was too 
early to tell if the plant 
would close completely If the 
strike spread. The company 
has 80 YS members out of 
650 employees. 


Court gives French electricity group 


P ressure is mounting 
on the French govern- 
ment to decide 

whether to authorise a new 
social security structure for 
Electricity de France, the 
state electricity monopoly, 
following a long-awaited 
legal judgment Issued last 
month. 

The Coast? il d'Etat, the 
country's highest adminis- 
trative court, ruled last 
mouth that the social secu- 
rity regime applied by EdF 
to its workers since 1960 was 
Illegal . raising the possibility 
that the group could be 
forced to make back -pay- 
ments totalling FFrSbn 
(SHBml. 

The decision is triggering 
a round of soul -scorching 
among other French public 
enterprises which may also 


Andrew Jack reports on a social security ruling that could cost 


EUROPEAN NEWS DIGEST 

Go-ahead for 
BP and Mobil 

British Petroleum and Mobil of the US have been given 
the go-ahead by the European. Commission to proceed 
with the $5bn merger of their European refining and 
marketing operations. Brussels imposed no restrictions on 
the merger, which is the most d ramat ic response so far to 
the chronic overcapacity threatening the viability of 
w es te rn Europe's downstream oil industry. 

The tie-up will result in the loss of 2,000-3.000 jobs out of 
a combined, non-service-station workforce of 17,500 across 
the continent. Combining the two companies' operations 
should result in annual pre-tax savings of $4OOm-$5O0in, 
achieved mainly through economies of scale, the 
reduction of overheads and eliminating duplication. 

BP will manage the fuels side of the combined business, 
while Mobil wiB focus on lubricants. The two companies 
should be able to complete the first country partnerships 

by the aid of the year. The merger is expected to be 
completed by the end of 1997. Robert Corzme, London 

Euro seen to benefit Germany 

Europe’s proposed single currency, the euro, will benefit 
the German economy by opening export opportunities, 
transaction costs and removing pressure far the 
D-Mark to appreciate, DB Research, the research arm of 
Deutsche Bank, said yesterday. 

In a study paper. DB Research said banks would be hit 
initially by the costs of currency conversion and 
info rming - the public, hut would then benefit from growth 
impulses tn the internal market. Demand for paper and 
printed goods would benefit those industries temporarily, 
while software developers could also expect growth. 

DB Research said almost DM40bn ($27bn) annually in 
transaction costs could be saved by the euro, which would 
also provide greater certainty In calculation and more 
transparency and would cut the need for currency 
hedging. Germany would tend to become more attractive 
as a place to do business. Reuter, Frankfurt 

German building jobs at risk 

Germany’s construction Industry could shed 200,000 jobs j 
in the farming year if it fails to revive and if labour costs 
do not become more competitive. 

The grim forecast by Mr Fritz Rlchbauer, leading figure 
in an industry which employs more than Llm people, 
coincides with attempts by the government, unions and 
employers to agree on minimum pay levels for building 
workers from other European countries who are 
employed in Germany for much less than their German 
counterparts. 

Mr Eichbauer’s warnings confirm a recent report by the 
Ifo economics research institute. It said overall growth in 
construction would foil 4 per cent next year after a 
iWiirna of i per cent in the second half of this year and a 
sharp drop of 5 per cent during the previous six months 
caused largely by the long winter'. 

Investment in the industry was expected to foil as much 
as 4 per cent this year in west Germany, while the boom 
In east Germany was set to end. Judy Dempsey. Bonn 

Russian company loses assets 

A Russian court has seized the assets of Zvezda, which 
mak es nuclear submarines, and intends to sell the 
company hospital and maternity home to pay its debts, 
the Interfax news agency reports. 

The company, in Bolshoi Kamen on the Pacific coast, 
owes its suppliers more than Rbs36bn ($7m). according to 
Mr Valery Maslyukov, a company director, and the court 
action has been brougbt by a water company owed * 
around Kbs6bn. He told Interfax the medical facilities 
were likely to be sold at “dumping prices” and that if the 
sale did not raise enough cash. Zvezda would also have to 
sell cars and computer equipment. 

Mr Maslyukov pointed out. however, that Zvezda was 
itself owed more than Rbs80bn, including Rbsl7bn of 
budget funds. 

Zvezda’s problems are part of a vicious circle of 
non-payment affecting much erf Russian industry. 
Companies do not pay their bills, and are not paid for 
deliveries, and many of them have allowed large wage 
arrears to develop. Reuter, Moscow 

Erbakan backtracks on Kurds 

Mr Necmettln Erbakan. Turkey's Islamist pome minister, 
yesterday appeared to disavow proposals by members of 
his Refoh party to open talks with moderate Kurdish 
representatives on ending the 12 -year insurgency in 
so uth- eastern Turkey led by the Kurdistan Workers party 
(PKK). 

“We will make no concessions in the fight against 
terrorism, we will not sit at the table with t e rror." he said 
after a regular weekly meeting with President Sflleyman 
DemlreL who is close to Turkey’s powerful security 
establishment Mr Erbakan said: “It is impossible for 
Turkey to abandon its approach of a single nation, single 
flag and unitary state.” 

In opposition. Mr Erbakan claimed be would bring 
peace to the mainly Kurdish south-east, where 20,000 
civilians, soldiers and guerrillas have died, by bringing 
Turks and Kurds together under Mam. Military 
hardliners have repeatedly blocked proposals for a 
political settlement The government said troops had 
killed 24 guerrillas in clashes throughout the southeast 
yesterday and on Tuesday. John Barham, Ankara 

■ Germany’s federal statistics office yesterday said 
nominal sales in almost every branch of the wholesale 
trade had declined In June, year-on-year, with finished 
goods, consumer goods and agricultural and livestock 
products reporting the highest fails. In real terms, 
finished goods fell 9 per cent and consumer goods 6 per 
cent 

■ Hie French cabinet yesterday confirmed the 
appointment of Mr Yves Michot as chairman of 
state-owned Aerospatiale. Mr Michot replaces Mr Louis 
Gallois, who leaves to head SNCF, the state railway. Mr 
Michot joined the company in 1984 as director of military 
programmes and became managing director last year. 


a nasty shock 

EdF a packet 


smmssr-. 


be affected, as well as high- 
lighting the extraordinarily 
complex and bizarre struc- 
ture or remuneration paid to 
EdF's staff. 

The Toulouse office of the 
government social security 
payments collection agency, 
Urssaf. challenged the EdF 
system in 1984. Under that 
system, the company and Its 
120,000 employees are liable 
to pay social security levies 
totalling 16 per cent on their 
basic wage only and not on 
any or the bonuses which 
make up a significant pro- 
portion of their final pay. 

EdF stresses that It had 
always paid the charges for 
which it was liable which 
were set out in a ministerial 


decree signed In 196a It says 
that its staff were exempted 
from payments on their 
bonuses to compensate for 
the fact that EdF itself pays 
costs such as maternity 
leave, medical expenses and 
far accidents at works, 
which are normally funded 
directly by the state social 
security system. 

It also argues that the sys- 
tem evens out, and stresses 
that although the bonus pay- 
ments provide additional 
income to its staff, they do 
not count towards the calcu- 
lation of pensions. 

However. EdF’s critics say 
that this system breaks with 
the Republican principle of 
equality, by granting exemp- 


tions to the group which are 
not available to other compa- 
nies. Tbey also underline the 

bizarre nature of a system 

which is structured around 
dozens of bonuses. 

The EdF statutes include 
bonuses such as two months’ 
salary for an employee who 
marries; payments on top of 
the legal minimum allow- 
ance for each child; and com- 
pensation for the concierge 
or wife of an employee who 
is periodically called on to 
do that person's job - such 
as answering telephone calls 
for someone on 24-hour call. 

EdF says there are nearly 
50 types of bonus: including 
overtime; moving Into 
higher cost areas because of 


job requirements; pay to 
staff carrying out compul- 
sory military service; com- 
pensation for holidays which 
have not been taken; and 
even one for staff who 
change jobs and lose existing 
bonuses in the process. 

The Consell d'Etat, to 
which the case was referred 
by the social security tribu- 
nal In Toulonse in 1991, 
ruled in July that the 1960 
decree followed by EdF was 
illegal, on the grounds that 
it was signed by a mere min- 
ister, and in fact required 
the authority of the prime 
minister. 

The question now is 
whether Mr Alain Juppe, the 
current prime minister, will 


sign a new decree, and on 
what terms. 

Some experts say he could 
make new regulations retro- 
active. e xe mpting EdF from 
making any past payments. 
Others believe he may even 
refuse to "legalise” EdF's 
existing system. 

At a time when the gov- 
ernment is seeking addi- 
tional funding for its deficit- 
ridden social security sys- 
tem, and a reduction in the 
number of special regimes, 
making an exception for EdF 
could prove politically 
embarrassing. The risk is 
that to refuse to do so could 
trigger a new round of indus- 
trial unrest in the coming 
months. 
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By Jursk Martin 
in Washington 

The deep • Republican 
divisions over abortion were 
further underscored Tester- 
day as moderates accused 
religions and cultural con- 
servatives of trying to create 
a “monolithic” party, while 
pro-life candidates emerged' 
victorious in scattered con- 
gressional primaries. 

Governor William Weld of 
Massachusetts, a staunch 
advocate of abortion rights, 
warned that he . was ready to 
lead a . floor fight at next 
week's convention in. San 
Diego if the party's platform 
committee did not agree to 
publish a minority report 
emphasising the diversity of 

Republican opinion. 

That approach has been 
rebuffed in committee delib- 
erations “to date. But, Mr 
Weld said, “It seems to me 
this isn't rocket science. We 
know half the delegates are 
pro-life and almost half are 
pro-choice. Why don’t we 
just say so?” 

He thgn fl p n ta ctefl promi- 
nent Republicans of similar 
persuasion, including Gover- 
nors Pete Wilson of Calif- 
ornia and Christine Todd 
Whitman of New Jersey and 
Senator Olympia Snowe of 
Maine. 


Use support '.of. a majority 
, in six state delegations is 
needed io "bring any issue -to 
the floor of the conv e nt i on 
for full debate, a. goal which 
Mr. Wilson ■ thought was 
within reach. .. . 

Mr .Wdd argued that it 
was vital far Republicans to 
show their “inclusiveness ” 
an social issues , and concen- 
trate ipn economics , in the 
fight against President Bill 
dtutoax f . . 

“If we! do . that, .1 don’t 
think' ifs necessarily nega- 
tive for [likely presidential 
candidate Bobl Dole to pick 
either a pro-life, or a pro- 
choice running mate." 

But the strength of the 
projife -forces at grass-roots 
levels - was again Shown in 
the 2 Republican primaries, 
frequently dominated by 
wii m i hW yl activ i sts, fa three 
of the four Senate, .contests, 
in Kansas, Michigan and 
Georgia;- the only important 
difference, between, ftyj win: 
nets. and losers was their 
position on abqtticm. 

. hi Michigan, fiar -example, 
Mrs . Banna Romney, a. for- 
mer talk show host who was 
previously married to the 
son of the fflustiibus late 
state governor George Rom- 
ney, edged out Mr Jim. Nic- 
holson, a . pro- choice busi- 
nessman. . . 


US growth eases 


The US economy kept 
growing in June and July, 
the Federal Reserve said yes- 
terday, but there were signs 
the pace was easing from its 
hectic second-quarter rate, 
Renter reports. 

Raw material and finished- 
goods prices were generally 
flat, the Fed said in its latest 

Beige Book s ummar y of 
national economic activity, 
while . wage- pressures 
“r emain ed subdued* despite 
tight labour markets. 

Fed poBcy-makere will use . 


the book, compiled by the 
New York regional Fed 
hank, when they meet on 
August 20 to plot interest- 
rate strategy. 

: The Fed Is expected to 
hqhh rates steady ymfrt a 
spate c^ government and 
hkhi^ 9 ^nK* 1 s tftgfyting the 
economy flowing after the 
strongest growth in* two 
years'- d by ing the second 
quarttfr.Thebook said retail 
safes -were softer to most of 
the country at the start of 
the second, half of the year. 


David Hitt ng on the economic problems awaiting Cavallo’s replacement 




, same Argentina 


M r Roque Fern&udez. 

Argentina's new econ- 
omy minister, could' 
hariQy have hoped for a smoother 
first few days in office. Instead' of 
the turbulent markets many had 
expected to foiflow the removal of 
Mr Domingo Cavallo, his predeces- 
sor,, Mr FemAndez has been 
greeted by market optimism and 
strong investor support. 

. Much of that is to do . with the 
political astuteness of President. 
Carlos Menem, who judged to per- 
fection the moment to sack his 
assertive ec o no m y minister.— once 
considered the guarantor of Argen- 
tina’s economic model - and who 
mnrarjted an Impressive operation 
to bolster the credibility 
the weekend after 

. the idtsmissal 

Before markets opened on Mon- 
day July 29. Mr FeraAxidez h*d 
received the support of all sections 
of the Argentine establishment, 
including Mr Cavallo. He had aian 
named a team of highly orthodox, 
monetarist economists judged stal- 
wart defenders of the convertibil- 
ity system, Argentina’s economic 
commi M fioha.tiigt. pegs the peso at 
parity wlthtiiedollar. 

Markets reacted IBre si- dream, 
.with the . local Merval index of 
blue-chip stcjck up nearly 10 per - 
cent -liu tbe>first week. after Mr 
interes t 

rates remained - virtually 

unchanged. - 



r “The world did not collapse, ” 
says Mr Freddy Thomsen tfi ING, 
the Dutch bank. “But now wje reat 
ise that this is the some world as 
last -month, with the -same 'prob- 
lems and few solutions.” • 
‘Those problems centre an a stag- 
nant economy struggling to haul 


itself - from the deep recession of 
last year. Tax receipts are short of 
ta r g ets set with the International 
Monetary Fund, obliging the trea- 
sury to raise taxes Anther or to 
look far spending cuts. Convertibil- 
ity, which forbids the p rinti ng of 
local currency not backed by for- 
eign inflows, in effect removes the 
tools Argentina might otherwise 
use to jolt the economy Into action. 

. Roam far manoeuvre is narrow. 
Next year, according to Merrill 
Lynch, the US securities house, 
Argentina's financing needs roach 
an uncomfortable peak, with, debt- 
service payments rising from 
$U.7bn in 1996 to $XA8bn. 

“The reason the transition was 
so smooth was due to the ortho- 
doxy of the economic team," says 
Mr Pedro Lacoste of the Alpha eco- 
nomic consultancy- “But thi« could 
backfire in wwWitm term.” 

This could happen, he believes. 


because Mr Fern&ndez, as a strict 
Chicago-trained monetarist, is 
likely to be more rigid in his policy 
decisions than Mr Cavallo. Social 
and political demands are mount- 
ing fast, given 17 per cent unem- 
ployment, and the likely inflexibil- 
ity of Mr FemAndez could quickly 
became a headache far the Peron- 
ist party, which has its roots in the 
working class. 

Neither does Mr FemAndez have 
the political clout of his predeces- 
sor, who often took the blame far 
unpopular decisions, «hi»mwg the 
president from criticism. 

Mr FemAndez, most analysts 
agree, will take a tougher stance 
than Mr Cavallo on the growing 
fiscal deficit - likely to reach $5bn. 
or nearly 2 per cent of gross 
domestic product, this year. Mr 
Cavallo tended to put his forth In 
expected fixture growth, while Mr 
FemAndez, ewma rinus of the rigor- 


ous standards imposed on Argen- 
tina by foreign investors, will be 
inclined to seek Immediate deficit 
reduction. 

“On the one hand, FemAndez 
has to adopt a tighter fiscal policy 
to show that the deficit has not 
become structural,” says Mr 
Lacoste. “But, on the other, be has 
to make every single effort to 
speed up recovery. That, of course, 
is a contradiction." 

Mr Geoffrey Dennis, chief Latin 
American strategist at Bear 
Steams, the US investment bank 
and brokerage group, agrees: 
“The biggest problem, once 
you’ve got over the issue of 
confidence, is that it’s going 
to be no easier for FemAndez - 
and probably more difficult - to 
get the economy going again." 
Hemmed in by convertibility on 
one side and IMF targets on the 
other, “FemAndez will face exactly 


the same problems as Cavallo.” 

It is unclear whether the frac- 
tious Peronist party has the stom- 
ach to push through ever-tougher 
policies. Peronists in Congress 
have promised to cooperate with 
the new minister but, with the 
threat of market collapse over- 
come, their pledges may quickly 
evaporate. A commitment last 
week to dispatch several privatisa- 
tion bills has already been broken. 

Unions too, which are today 
mounting a 24-hour general strike 
against economic policy, are not 
likely to extend an over-friendly 
band to the conservative Mr 
Ferfindez, who is bent on making 
labour relations more flexible and 
on seeking further spending cuts. 
It may not be long before the 
wrath previously reserved for Mr 
Cavallo shifts to his replacement. 

“Mr FemAndez may be doomed 
to entering a lose-lose game,” 
warns Mr Shaflq Islam of Credit 
Suisse. “If he goes after greater 
fiscal austerity in a jobless econ- 
omy struggling to emerge from 
recession, he will quickly earn the 
wrath of the old-guard Peron- 
ists. . . If he gives In to Menem’s 
manipulation, he will lose credibil- 
ity in the international financial 
community and earn the ire of the 
IMF." 

Mr Orlando Ferre res, an eco- 
nomic consultant, believes that Mr 
FemAndez has the skills to steer 
the economy in the right direction, 
and that President Menem has the 
political courage to push through 
necessary legislation. 

Above all, he says, recent events 
have been a test of fire for Argen- 
tina. “The minister of convertibil- 
ity has gone.” he says. “But con- 
vertibility itself has remained.” 


Canada paves way for telecoms battles 


By Bernard Simon In Toronto 
Canada has bowed to the rapid 


convergence of telecommunica- 
tions s et vice s by clearing the way 

for open competition between tele- 
phone and cable television compa- 
mss. ... 

Flayers on both sides are expec- 
ted to, move cautiously to take 
advantage of the hew policy, which 
was announced after a cabinet 
TnB«»«ng earlier this week. 

Mr John Manley, industry minis- - 
ter, said, “the objective at the exer- 


cise is to provide choice, to pro- 
duce technological innovation and 
to bring about lower prices far con- 
sumers." 

But Mr John Henderson, analyst 
at ScotiaMcLeod, a Torantobased 
securities firm, said the new 
regime “doesn’t change the eco- 
nomic or barriers, which 

are high", in addition, various reg- 
ulatory issues, such as intercon- 
nection rules and curbs an cross- 
subsidisation, still need to be 
inmed out. 

Canada has taken a more grad- 


ual approach, than some other 
industrial countries in telecoms 
and broadcasting deregulation. 

The telephone market is domi- 
nated by. about 10 local phone com- 
panies. led by Bell Canada, which 
have a near-monopoly on services 
in each province. The phone com- 
panies have proved 
agile In responding to competition 
- in the long-distance market, intro- 
duced in 1992. 

The eable-TV industry has the 
advantage of a modem network 
and one of the. world’s highest pen- 


etrations. About 80 per cent of 
Canadian homes have access to 
cable-TV. 

But the cable operators have so 
for concentrated on specialised 
telecoms markets, such as broad- 
cast studio feeds and private busi- 
ness circuits. The phone compa- 
nies* muscle, cross-subsidisation of 
local rates by long-distance ser- 
vices, and sobering experiences in 
other countries, notably the UK, 
have made the cable-TV industry 
hesitant to mount a full-scale 
assault on the telephone market 


Mr John Kuhn, a Toronto con- 
sultant, predicted some cable oper- 
ators will start providing local tele- 
phone services next year. British 
Columbia’s phone company 
recently gained approval to supply 
cable-TV programming to a large 
new residential development in 
Vancouver. 

However, head-to-head competi- 
tion could be fiercest in high-speed 
internet services. Some cable oper- 
ators have recently begun trials in 
a Toronto suburb and in parts of 
Quebec. 
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NEWS: ASIA-PACIFIC 


Malaysia to review power grid 


By James Kynge fn Kuala Lumpur 


Malaysia is to hire a foreign 
consultant to review the operations 
of Tenaga Nasional. the national 
power utility, after a blackout last 
weekend which embarrassed the 
government cost manufacturers an 
estimated MS123m ($49m) in losses 
and has shaken foreign investors’ 
confidence. 

Prime Minister Mahathir 
Mohamad, irritated at what he has 
called a national shame, said it 
might be necessary to build a new' 
national power grid parallel to the 


existing one. He also did not rule out 
ending Tenaga’s monopoly on power 
transmission and distribution. The 
government has said consumers can 
sue Tenaga for losses Incurred as a 
result of the power cut. 

Industry analysts said some or all 
of five independent power producers 
which already generate power, may 
be given permission to build trans- 
mission networks in some areas of 
the country. 

Mr Ani Arope. Tenaga's executive 
chairman, yesterday defended the 
company's record, saying efforts 
would be increased to ensure there 


is not a recurrence. But Dr 
Mahathir, in common with other 
senior government officials, did little 
to conceal their impatience with 
Tenaga - which is 70 per cent state- 
owned - and Mr Ani. 

“They can't give a guarantee and 
we find this difficult to accept when 
other countries don’t have such 
national blackouts,” Dr Mahathir 
said. He dismissed Mr Ani’s assess- 
ment that there was no inherent 
weakness in the country's integrated 
system in which a single failure 
could shut down the whole grid, as 
happened at the weekend. 


Economic pessimism grips Japan 

Consumer spending is rising but may not lead to a boom, writes Gerard Baker 


I n spite of a wealth of evi- 
dence that Japan has at 
last pulled clear from the 
long recession of the last few 
years, a curious economic 
pessimism continues to grip 
the country. Policy-makers 
and markets seem mesmer- 
ised by the possibility that 
recovers’ might prove transi- 
tory. 

This mood has been 
sharply reflected on the 
Tokyo stock market - yes- 
terday share prices contin- 
ued their sharp fall of recent 
weeks, a decline that has 
taken them lower by 10 per 
cent in little over a month. 
Also yesterday the country's 
economic planning agency 
issued its monthly report 
and warned that tbe recov- 
ery' was still only a mild one. 

And nowhere is the uncer- 
tainty about economic pros- 
pects better illustrated than 
at the Bank of Japan. Since 
last September, the central 
bank has held the official 
discount rate at 0.5 per cent, 
its lowest ever level in an 
effort to jump-start the econ- 
omy back into life. But even 
as the recovery appears to 
have taken hold the bank 
still seems strangely reluc- 
tant to adjust policy accord- 
ingly. 

Yesterday, Mr Yasuo Mat- 
sushita, the bank's governor, 
again expressed scepticism 
about the strength of the 
recovery. "The economy 
remains on a recovery path." 
he said, "but the tempo is 
stifi only moderate." 

On the surface this seems 
over-cautious. Since the 
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Japan's three ruling 
coalition parties agreed 
yesterday to work out a set 
of measures by tbe end of 
September to reform the 
Finance Ministry, Kyodo 
reports from Tokyo. Top 
party policy-makers agreed 
to map out reform measures 
after the ruling coalition 
failed on Tuesday to adopt 
proposals drafted by the 
Social Democratic party as a 
basis for discussions 
because of s trong opposition 
from the liberal Democratic 
party - a fellow member of 
the coalition and its biggest 
component 


h ank cut rates last aut umn , 
the economy has enjoyed 
something of a renaissance. 

In tbe space of a few 
months Japan has gone from 
the bottom of the growth 
league of tbe Group of Seven 
countries to the top. Inde- 
pendent economists expect 
output to grow this year by 
as much as 4 per cent well 
ahead of its global rivals and 
much faster than in any year 
since the late 1980s. 

So what explains the nag- 
ging uncertainty? The sim- 
ple explanation is that most 
officials cannot quite believe 
their own. statistics. The rate 
of growth in the first quarter 
of the year, the figure that is 
solely responsible for the 
dramatic improvement in 
prospects this year, was so 
spectacular that no one 
believes it can possibly be 

maintained. 

Gross domestic product 


grew at an annual rate of 
12.7 per cent in tbe first 
three months of the year, the 
best quarterly performance 
since the 1970s. Even strip- 
ping out special statistical 
factors peculiar to tbe first 
quarter (the extra day from 
the leap year, for example, 
may have added as much as 
3 per cent to the annualised 
rate of growth) the figure 
was still almost unbelievably 
impressive. 

Since the figure was so 
outlandish, it is clear the 
economy will slow down 
sharply in the rest of the 
year, but by bow much? 

Tbe specific concern 
among policy-makers is that 
the jolt to demand delivered 
by the injection of more than 
Yi4,000bn ($131 bn) of public 
works in the last year win 
gradually fade out over tbe 
□ext few months. In the first 
quarter, public sector invest- 


ment was a crucial factor in 
the growth spurt Tbe ques- 
tion on which economic con- 
fidence now hinges Is how 
much of that demand is 
being transferred to the pri- 
vate sector? 

Economists are now study- 
ing the evidence so far from 
the second quarter of the 
year to gauge the response 
of tbe other big components 
of domestic aggregate 
demand — private consump- 
tion investment 

There have so far been 
some encouraging sign* that 
personal consumption is ris- 
ing. Wages and salaries have 
ended a long period of stag- 
nation. Total pay per 
employee should rise by 
about 1.6 per cent in the 
course of 1996, according to 
Nomura Research Institute. 

But hopes for a consumer 
boom are probably mis- 
placed. There is little evi- 


dence the Japanese are 
about to abandon their fru- 
gality of recent years. Latest 
figures suggest consumers 
are spending just over 72 per- 
cent of their total disposable 
income, up slightly since the 
low point of last year but 
well below the figures seen 
in high-rolling 1930s and 
early 1990s. And their reluc- 
tance to spend is likely to 
intensify next year, when 
the government raises 
national consumption tax 
from 3 per cent to 5 per cent. 

The outlook for the other 
big domestic co m ponent of 
demand - Investment - also 
looks uncertain. 

In short, the evidence sug- 
gests there is no dear case 
far confidence yet that, as 
the fiscal stimulus dimin- 
ishes in tbe next year or so,, 
the private sector is ready to 
take up the baton of demand 
growth. 


NEWS: INTERNATIONAL 


Mars find gives science new life 

Discovery sparks hopes of fresh research and more funds, writes Daniel Green 


T he odds against find- 
ing intelligent life on 
other planets have 
fallen from 500-1 to 25-1. Lon- 
don bookmaker William 
Hill's response to news that 
US scientists have discov- 
ered what looks like a fossil 
in a piece of Martian rock 
seemed to be in line with 
that of many of the world's 
scientists who have hailed 
the discovery as the most 
compelling evidence yet that 
life is not unique to Earth. 

Some called on govern- 
ments and space agencies to 
spend more on space 
research. In particular, they 
called for expensive pro- 
grammes to launch space 
probes that would travel to 
Mars and bring back more 
rock samples to try to con- 
firm the discoveries. 

Governments are likely to 
study closely the evidence 
presented before committing 
themselves to costly new 
space programmes. 

What the scientists from 
the Johnson Space Centre in 
Texas, universities in Calif- 
ornia. South Carolina and 
Quebec, Canada, and the 
company Lockheed Martin 
believe they have found is a 
microscopic fossil. What 
they have actually seen Is 
organic chemicals that have 
been embedded In sbapes 
strikingly similar to those of 
some bacteria on Earth. 


The rock itself has been 
Identified as Martian even 
though It is a meteorite col- 
lected from Antarctica in 
1984. The theory is that it 
was thrown off the Martian 
surface millions of years ago 
by some kind of impact - the 
Viking probe 20 years ago 
discovered a Martian surface 
littered with debris. The 
rock would then have drifted 
through space before falling 
to Earth. 

The authors of the paper, 
to be published next week in 
the journal Science, admit 
that what they have found is 
not conclusive evidence that 
life, however primitive, ever 
existed on Mars. 

What it does is to change 
the question from whether 


or not life could have arisen 
outside Earth to whether 
and how life could sustain 
itself and progress to more 
complex forms such as 
plants and animals. 

Science is moving to a 
view that primitive life is 
possible in many hostile 
environments. Micro-organ- 
isms have been discovered 
on Earth, living in volcanic 
sulphur, for example. 

According to Mr Colin Pil- 
linger, Gresham Professor of 
Astronomy at the UK’s Open 
University, who has worked 
on fragments of the same 
meteorite that has yielded 
the fossil-like forms, studies 
must now be made on the 
environmental differences 
between Mars and Earth. 


They could help find out 
what allows life to start and 
then either to he fostered or 
destroyed. 

All of which could help 
trigger a large diversion of 
funds towards Mars 
research. 

The budget for the Euro- 
pean Space Agency is about 
$3bn a year and Nasa’s pro- 
posed 1997 budget is S13£bn. 
But these figures cover the 
entire spectrum of activities 
ranging from earth observa- 
tion to zero-gravity experi- 
ments. The work on Mars 
comes from Nasa’s $1.8bn 
and ESA's $400m space sci- 
ence budgets. 

Both budgets are under 
continual scrutiny by their 
government paymasters. 


FOSSIL ‘COULD COME FROM EARTH’ 


Evidence uncovered by Nasa 
scientists of life on Mars 
should not be taken too seri- 
ously, the leading Mars sci- 
entist at the European Space 
Agency warned yesterday, 
Daniel Green reoprts. 

Mr Marcello Coradink, 
co-ordinator of solar system 
mission at ESA, said the 
rocdc containing what looks 
like a fossil could be from. 
Earth. While it was similar 
to rocks examined 20 years 
ago on Mars by the Viking 


space probe, there was not 
enough physical evidence to 
say it came from Mars. 

Any rock blown off the 
surface of Mars should have 
been melted by the force of 
the explosion. The liquid 
rode would then have inter- 
acted with tbe Martian 
atmosphere, leaving signs 
that have not been seen. 

“It Is almost impossible to 
eject a piece of rock from 
Mars like this,” he added. 

Mr Colin Pillinger, Gres- 


ham Professor of Astronomy 
at the Open University in 
the UK, who has worked on 
the same meteorite, said the 
meteorite’s gas content iden- 
tified it as Martian. 

Bnt the rock did not 
appear to have stress fea- 
tures and other marks con- 
sistent with having been 
blown off Mars’ surface by 
some kind of impact. “It is 
truly one of the puzzling 
pieces of evidence,” Prof Pil- 
linger added. 


The mood at Nasa yester- 
day was one of barely dis- 
guised excitement that the 
media excitement at the pos- 
sibility of life on Mars would 
lead to a bigger budget. 

It said that it relied on 
“the public writing to their 
Congresspeople” to push 
through budget increases. 
That could happen quickly: 
the agency has submitted its 
1997 budget but it has not 
yet been passed by Congress 
and could still be amended, 
said Nasa. 

The ESA too has been cool 
on Mars projects, partly 
because of the expense 
involved in sending a probe. 

Mr Marcello Corad ini, 
co-ordinator of solar system 
mission at ESA. said that 
two projects had been pro- 
posed since ESA pronounced 
its commitment to Mars 
research last year. Neither 
has received a go-ahead. 
Now he hoped that projects 
would be given a more sym- 
pathetic hearing. 

If budgets were increased, 
many companies especially 
in the defence sector, could 
benefit. The makers of com- 
ponents for and assembly of 
space rockets are usually 
from the defence sector. 
They include Lockheed Mar- 
tin. TRW and Hughes In the 
US, and Matra and British 
Aerospace in Europe. 
Editorial Comment, Page 11 


Aid is first victim of Burundi boycott 


By Ml chela Wrong 


East African leaders trying 
to stop tbe slaughter in 

Burundi are becoming aware 
of the hazards of imposing 
economic sanctions: difficult 
to enforce, clumsy to apply 
and all too liable to trigger 
the opposite of what was 
intended. 

Last week’s decision by 
seven African nations to slap 
a blockade on Burundi fol- 
lowing a putsch by tbe army 
took many western coun- 
tries. still making tentative 
overtures to new Tutsi 
strongman Major Pierre 
Buyoya, by surprise. 

But if previous African 
experiences are anything to 
go by it may prove a 
protracted and complex exer- 


cise which could exacerbate 
tensions between the Tutsi- 
dominated army and Hutu 
rebels. “To be effective, sanc- 
tions have to be limited and 
very targeted and their 
effect easily measurable.’' 
said a British aid official. 
“We have none of that here.” 

The blockade has already 
claimed an unforeseen casu- 
alty - humanitarian aid. The 
United Nations yesterday 
appealed to Kenyan and Tan- 
zanian authorities to let 
through food for 300,000 refu- 
gees after World Pood Pro- 
gramme (WFP) tracks were 
stopped at the border and an 
aid Sight refused permission 
to land in Kenya. 

Ironically, much of this aid 
is destined for Hutu peas- 
ants displaced by violence in 


the countryside - precisely 
the people tbe East African 
leaders most want to help. 
"We still don’t know if this 
is a mistake or not, but if 
sanctions include aid, then 
we're hitting the part of the 
population we most want to 
support .” sa id Ms Brenda 
Barton, WFP spokeswoman. 

Burundi's land-locked situ- 
ation, its reliance on imports 
of fuel and its dependence on 
exports of coffee and tea far 
foreign exchange make its 
already crisis-hit economy 
far more vulnerable to a 
blockade than many other 
African nations. 

But the fact that thou- 
sands of frightened Hutus 
continue to cross borders 
with Zaire and Tanzania 
that are nationally closed 


highlights how porous these 

frontiers really are. 

The case of Sooth Africa, 
in which even a universally 
endorsed sanctions policy 
proved to have loopholes, 
has also shown the impor- 
tance of presenting a united 
front, with Burundi, it is 
already dear the sea, air, 
rail and road blockade 
imposed by first Tanzania, 
then Kenya and now Uganda 
will be pocked with holes. 
Major Paul Kagame, Tutsi 
vice-president of neighbour- 
ing Rwanda, yesterday ruled 
out an immediate blockade, 
offering an alternative, if 
clumsy, route to Burundi. He 
was promptly contradicted 
by the presidency. 

Even if sanctions are con- 
sistently applied, conditions 


set by the East Africans for 
a lifting of the blockade are 
so high they may encourage 
a siege mentality rather 
than a spirit of compromise 
among the ’Tutsi elite. 

Major Buyoya has been 
told to reverse a ban on 
political parties, restore the 
national assembly and abide 
by his Hutu predecessor’s 
request for external “secu- 
rity assistance". That 
request was viewed by the 
Tutsis as a covert dmianfl 
for foreign farces to neutral- 
ise tbe army and triggered 
last month’s coup. It is 
unlikely to be renewed. 

Awareness in Burundi 
that Hutu rebels based in 
Zaire continue to receive 
arms supplies will also 
encourage a feeling that the 
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Malaysia’s embarrassment over 
the blackout was heightened by the 
feet Dr Mahathir had two days previ- 
ously Invited the world's top infor- 
mation technology companies to 
invest in a "multimedia super- 
corridor” near the capital 
Ms Rafidah Aziz, minister for 
International trade and industry, 
said she had been forced to assure 
Japanese investors that Malaysia 
had overcame earlier electricity 
problems. 

In 1992. the national grid shut 
down after a bolt of lightning hit a 
power plant 


Threat to 
foreign 
ownership 
in NZ 


^j^^JFlC^NEWS^DieEOT 

Radish linked 


to epidemic 


By Terry HaB in Wellington 


Tbe New Zealand First 
party, which is c amp a i g nin g 
on a' policy of economic 
nationalism in advance of 
October’s general election, 
would ban all overseas 
investors from owning more 
than 24-9 per cent of any 
strategic asset, its leader, 
Mr Winston Peters, said yes- 
terday. 

NZ First is currently the 
second most pop ular p arty, 
with 20 pm* cent support in 
opinion polls compared with 
46 per cent by the National 
party government. NZ 
First's best hope of entering 
government would be coali- 
tion with Labour, which 
opposes Us views on foreign 
ownership. 

Mr Peters’ comments fol- 
low a statement by the New 
?/wiiinH manager of the Syd- 
ney-based institutional 
investor AMP Society that it 
might reduce its New Zea- 
land investments if It 
appeared that a change of 
government after the elec- 
tion on October 12 would 
-threaten its policy-holders’ 
interests. 

The AMP, with NZSSbu 
(US$3.4bn) under manage- 
ment, is Ne^ Zealand’s big- 
gest life insurance c ompan y. 
Mr Peters said the second 
biggest, French-controlled 
National Mutual, would also 
be restricted in asset owner- 
ship. 

There was widespread sur- 
prise at Mr Peters’ com- 
ments as recently he had 
been trying to allay foreign 
investors’ fears of sweeping 
changes in foreign owner- 
ship rules. 

w?g comments came after 
political polls showed a 
surge in support for right- 
wing Christian parties to 
m nr m than 5 per suffi- 
cient for them, to join forces 
with the National party to 
keep Mr Jim Bolger’s 
administration in power. Mr 
Peters campaigns against 
business corruption and 
seeling of New Zealand 
assets abroad. This has put 
him among the country’s 
most popular politicians. 


Japanese growers ' ‘ 

fS^iS^dSwtahles as a possible source of the 

radish sprouts. A vegetable produce 

KEJESSSRw-i- raw « naumpaon - 

an announcement by Mr 

N S: EESJS “ on 

vegetable might have been a sourreofttefrJe^nln 
Sakai. tbewStern city at the centre of th ® e ^ de ^ H ™ s 
is the first time the government has identified a specific 

ware servaum umetasat 

schools in ani ^ at an old persons institution 

affected by the food poisoning. The 
said it would investigate the supplier of the white radish 
sprouts under the Communicable Preve nt icm 

Law invoked on Tuesday. Michvyo Nakamoto, Tokyo 


Jakarta trade surplus falls 


Indonesian trade and inflation figures 
yesterday gave mixed signals, wiffi an^ysts stm 
uncertain whether the economy is beading - 

landing. The inflation rate in July increased 0.68 potato 
fromthe previous month to 7.5 per cent year-on-ye^The 
increase in all sectors, most notably in July food 
prices, up 1.04 per cent month-on-month. 

The trade surplus fell to $203.lm in May from 5366 J2m in 

AnrlL Analysts said the trade imbalance was likely to 

worsen in the second half of 1996 as more foreign direct 
investment prefects came on-line and global demand far 
Indonesia’s exports flagged. Manuela Scrrxxffosa, Jakarta 


Japanese film star dies 

Kiyoshi Atsumi. tbe Japanese star of the world’s 
longest-running movie series and a cinematic symbol of 
Japan’s post-war development, has died, Shochiku, his 
Aim company , said y esterday. News of the death of the 
68-year-old actor, who played the character Tora-san in 48 
frimc since 1968, shocked Japan, with several television 
stations suspending their programmes to report the 
actor’s demise. “His films reflected the period of post-war 
peace; his death seems to signal the end of an era for 
Japanese history,” Mr Yoshiro Shirai, a leading film 
critic, said. The character played by Atsumi, a 
well-meaning but misguided hawker, frequently en ded up 
in unlikely situations across Japan or in European cities 
< nW^ jut Vi pnna and Amsterdam. AFP, Tokyo 


■ Taiwan posted a trade surplus of US$l.35bn in July, up ; 

140 per cent from July 1995, the finance ministry said | 
yesterday. Hie gain was attributed to a sharp 
slowdown in i m ports. Imports Ml 15.5 per cent from a 
year earlier to US$8.124bn. while exports slid 6J3 per cent , 
to US59.47btu Lawn Tyson, Taipei \ 

■ Tnrtifl yesterday announced dates of local assembly 
elections in the troubled state of Jammu and Kashmir, j 
the first assembly polls there in nine years. Polling will be 
held an September 7. 16, 21 and SO. Reuter. New Delhi 


Assad hits at 
Israeli stance 


By Sean Evers In Cairo 


President Hafez al-Assad of 
Syria said yesterday there 
was nothing in Israel’s 
so-called "Lebanon first" 
proposal that gave "hope 
that peace is coming”. 

The Syrian leader met 
Egypt’s president, Mr Hosni 
Mubarak, in Alexandria 
where they discussed Israel’s 
attempt to draw Syria back 
into the stalled Middle East 
peace process. They both 
agreed that the Lebanese 
and Syrian peace “tracks" 
with Israel should not he 
separated, but "both should 
go paraded together”. 

Last week Israel’s prime 
minister, Mr Benjamin 
Netanyahu, outlined terms 
for a withdrawal of Israeli 
troops from southern Leba- 
non, where Israeli forces 
have held a “security zone” 
since 1978, “as a first step to 
peace with Syria”. Syria, tbe 
main power broker in Leba- 
non with 35,000 troops on the 
ground, rejected the offer. 

An official close to the 
talks in Alexandria yester- 
day described the Israeli pro- 
posal as a “non-starter”. The 
Syrians see the latest Israeli 
move as a trap, comparing it 
with the "Gaza first" agree- 
ment the Palestinians signed 
in 1993. This led to establish- 


ment of a Palestinian 
a uth o rity in Gaza and parts 
of the West Bank; which Mr 
Assad believes gave Israel a 
great advantage to stall on 
further concessions. If they 
agreed to the Lebanon first 
proposal, the belief Is this 
would result in indefinite 
postponement of the Syrian- 
Israeli talks over the Golan 
Heights, which the new 
Israeli prime minister has 
vowed not to give up. 

Mr Assad said the new 
Israeli government was mak- 
ing a mistake in disregard- 
ing long years of effort that 
went into launching tire 1991 
Madrid conference, where 
tile “land for peace" princi- 
ple was adopted by all sides. 
He said: "Netanyahu speaks 
with slogans that challenge 
the world, and makes lig ht 
of tbe minds of the public 
who listen.” 

There Is concern in Leba- 
non that, despite the refusal 
of the recent proposal, Israel 
may conduct a sudden and 
uncoordinated unilateral 
withdrawal. 

This could lead to blood- 
shed similar to that in 1984 
when Israeli forces, follow- 
ing their invasion in 1982, 
withdrew from Beirut. This 
allowed Syria’s leftist and 
Moslem allies to crush their 
Christian adversaries. 


Crime 
prompts 
global 
toy boom 


By Afioe Rawsthom 
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Tutsi community is being 
unfairly punished, say 
observers. 

This can only strengthen 
the position of hardliners 
such as Colonel Jean-Bap- 
tiste Bagaza, raising the 


spectre of an extremist coun- 
tercoup. Already the new 
president Is looking weaker 
than immediately after tbe 
coup, having foiled to recruit 
a single mainstream Hutu 
politician to his new cabinet 


Rising crime, which prompts 
children to play Indoors 
rather than outdoors, and 
the expansion of developing 
economies should trigger 
significant growth In global 
toy sales until the end of tbe 
century. 

A study* of the toy market 
published today by the Euro- 
monitor research consul- 
tancy predicts that global 
sales will grow by 16 per 
cent from jeaOlbn this year 
to $78£9bn in the year 2000. 

Toy sales showed healthy 
growth during the first half 
of the 1990s, increasing by 31 
per cent to $G6.itm in the 
five years to 1995. A prime 
catalyst was the growth of 
the video games sector, 
where sales rose by more 
than 60 per cent to $ 21 bn 
during the same period- - 

However, the toy market 
Is stffl dominated by the US, 
which accounted for tZJJSbn, 
or 41 per cent of worldwide 
sales, last year, and Japan, 
with SiObn or 15 per cent 
Germany, France and the 
UK represented 23.8bn, 
*3.4bn and $2.6bn respec- 
tively; but most-’ other 
national markets were rela- 
tively Mnatl 

Toy sales are starting to 
take off in expanding econo- 
mies, such as South Korea. 
Taiwan, Brazil and Argen- 
tina. These markets are still 
small, but local manufactur- 
ers are emerging, althoug h 
piracy is a problem for video 
games. 

Euromonitor forecasts con- 
tinued growth from these 
countries over the next few 
years, which should counter 
the sluggish state ^estab- 
lished markets, where sales 
growth will be limited by tfie 
static birth rate. • - 

Another negative factor 
for toy sales is that the age 
at which children atop 
playing with toys has fallen 
to around 10 years old. Even 
video games appear to be 
losing popularity among 
teenagers. 

* The World Market for Toys 
& Games, Euromonitor, 60-61 
Britton Street, London ECJM 
SNA. £4,950. 
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WORLD TRADE NEWS DIGEST 


Toyoda and TI 
weigh venture 

Toyod3 Automatic Loom Works, a core company of the 
Toyota group, and Texas Instruments of the US are 
expected to announce a joint venture to produce advanced 
generation semiconductor chips in Japan for use mainly 
by the Toyota group of vehicle manufacturing companies. 

The joint venture agreement, which was reported by 
the Nihon Keizai Shimbun. Japan's financial daily, was 
neither confirmed nor denied by Toyoda or Texas 
Instruments. “We have not made that announcement " 
Texas Instruments in Tokyo said yesterday. 

However, the deal, expected to result in a 
semiconductor manufacturing facility to produce 
advanced 256-megabit dynamic random access memory 
Chips horn 1999. would benefit both companies. Tt, which 
has successfully built a number of partnerships in 
semiconductor production, would benefit from the Toyota 
group’s substantial financial resources while the Toyota 
group could use its surplus funds to move into a new 
business which could provide it with future growth. A 
new semiconductor facility is believed to cost between 
Slbn to S1.5bn to build. Michiyo Nakamoto. Tokyo 

Manila cement plant setback 

The Philippine government yesterday refused to issue a 
licence for a S600m cement plant north of Manila on 
ecological grounds. 

The decision to reject the plant, a joint venture between 
Marubeni of Japan and Tuntex of Taiwan, is the latest in 
a series of recent decisions by the government heralding a 
much stricter interpretation of the country's existing 
environmental regulations. Officials said the plant, with a 
capacity or 3.2m tonnes of cement a year, would have 
damaged local marine and eco- systems even though it had 
planned to Install the most up-to-date “dry process” 
technology. 

Mr Victor Ramos, who has been credited with initiating 
the government's stronger environmental line since his 
appointment as secretary of state for the environment 12 
months ago. said that Marubeni and Tuntex would be 
permitted to look for a site elsewhere in the Philippines. 

Government officials are also preparing an assessment 
of a proposed 5500m cement plant in Palawan, the 
country's westernmost island. If accepted, the consortium, 
led by Fenway Resources of Canada, would invest in 
doubling the island's meagre power capacity and provide 
over 1,000 jobs. Edward Luce, Manila 

Saudi- Japan loan accord 

Saudi Methanol Company lAR-Razi). a joint venture 
affiliate of Saudi Basic Industries Corporation (Sabic) and 
a consortium of Japanese companies, yesterday signed a 
$160m loan agreement with the Export-Import Bank of 
Japan (Jexim> to finance its expansion programme. 

The loan will fund the construction of an 850,000 metric 
tonnes a year (mt/y) chemical grade methanol plant at the 
AR-Razi complex in Al-Jubail Industrial City. Ar-Razi is 
the largest single complex chemical grade methanol 
producer in the world, with its gristing two plants 
producing 1.4m tonnes a year. AR-Razi signed a 
construction, engineering and procurement contract with 
Mitsubishi Heavy Industries of Japan last April for the 
new plant. The new plant will also use Mitsubishi Gas 
Ch emical Company's production technology and is 
scheduled to come on stream in mid-1997. AR-RazTs 
methanol is currently exported to Japan, the US, Europe, 
and south-east Asian countries. Sean Evers, Cairo 


Antagonists queue for WTO judgment 


Frances Williams on a vote of 
confidence in the trade body’s 
capacity to settle disputes 


, Raaaarefl: franc** WSttTO, Qwma 


J apan's complaint 

against Brazil’s import 
regime for cars. lodged 
with the World Trade Organ- 
isation last week, was the 
51st trade squabble to be 
brought to the WTO for arbi- 
tration since its creation in 
January last year. 

The number of WTO dis- 
putes - there have been 26 
filed since the beginning of 
this year - compares with 
196 cases handled by its pre- 
decessor. the General Agree- 
ment on Tariffs and Trade, 
over nearly half a century. 
This represents an impor- 
tant vote of confidence in 
the WTO’s strengthened dis- 
pute settlement procedures. 

From the outset the sys- 
tem for handling disputes 
has been seen as critical to 
the new organisation’s credi- 
bility as a world trade police- 
man. Though some key pro- 
visions have yet to be tested, 
the general verdict after 18 
months is that the system is 
working as intended. 

Countries can no longer 
block the establishment of 
panels or ignore their find- 
ings as they could under 
Galt. They may appeal 
against a panel ruling but 
the decision of the appeal 
body is final. Every stage of 
the process is subject to 
strict time limits and coun- 
tries that refuse to comply 
with WTO judgments face 
authorised trade sanctions. 

The top four traders - the 
US. EU. Japan and Canada - 
continue to dominate the 
dispute settlement process, 
with one or more involved in 
43 cases as either a com- 
plainant or a defendant But 
encouraged by the nature of 
the WTO system, including 
the right of redress, develop- 
ing countries are making 
much more use of dispute 
settlement procedures than 
they did under Gatt. They 
have launched 21 com- 
plaints, Including sir ag ains t 
the US and six against the 
EU. as well as several among 
themselves. 

Another factor encourag- 
ing WTO complaints has 
been the organisation's more 
comprehensive remit. New 
or clearer rules on agricul- 
ture, food safety, textiles. 
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Polski Bank Rozwoju S.A. 

Polish Development Bank 

The Management Board of Polski Bank Rozwoju SA. - 
Polish Development Bank in Warsaw, Poland 

hereby informs dud pursuant lo Art. 393 § l of the Commercial Code 
and § 29 of the Company’s Charter 
it convenes the Extraordinary General Meeting of Shareholders 
(o take place on 20 August 1996 at 13.00 in Warsaw 
at 5 Ptac Trzech Krzyzy in the Conference Rooms 140 A and B (1st floor) 
of the Central Planning Office Building 
with the following Meeting Agenda: 

1) Opening and appointment of the chairman: 

21 Establishment of validity of the meeting; 

3) Appointment of the returning (vote counting) committee; 

4) Adoption of a resolution on the consolidated financial statements In respect of 
1995; 

5) Adoption of a resolution cm changes to the bank’s Charter. 

6) Adoption of a resolution changing the resolution of the General Meeting of 
Shareholders no. 4 on bond issues from 22nd March. 1991: 

7) Conclusion of the Meeting. 

Management Board 

Polski Bank Rozwoju S.A. 

Polish Development Bank 


intellectual property and ser- 
vices have already produced 
a numbs- of complaints that 
could not have been handled 
by Gatt. Moreover, all the 
WTO's 123 members are now 
covered by rules on anti- 
dumping actions and subsi- 
dies. previously confined to 
voluntary Gatt codes. 

The backing of the leading 
trade powers has also been 
crucial. There were fears ini- 
tially that the US. in particu- 
lar, might undermine the 
system by continuing to rely 
on unilateral trade measures 
when it suited, or by refus- 
ing to accept WTO verdicts. 

These fears were 
reinforced when Washington 
last year refused to bring to 
the WTO its row with Japan 
over imports of cars and car 
parts, which was eventually 
settled bilaterally. Since 
then, however, the US has 
gone largely by the multilat- 
eral book, in June Washing- 
ton filed a WTO complaint 
against Japan over restric- 
tions in the Japanese photo- 
film market. 

The US has in fact been 
the biggest user of the WTO 
dispute settlement system, 
bringing 18 complaints on 
everything from food inspec- 
tion procedures in South 
Korea to taxation of foreign 
film revenues in Turkey. 

It has also been a surpris- 
ingly sporting loser, agree- 
ing without fuss to imple- 
ment a judgment against it 
on discriminatory anti-pollu- 
tion regulations for petrol 
imports after an unsuccess- 
ful appeaL 

In a dispute with India 
over textile import quotas, 
the US rescinded the quotas 
before a panel could start 
work. And last month Wash- 
ington pre-empted establish- 
ment of a panel by revoking 
punitive tariffs on EU food 
and drink exports imposed 
in 1988 in retaliation for the 
EU’s ban on hormone- 
treated meat. 

The move wmicaa unneces- 
sary a WTO challenge to uni- 
lateral trade action under 
Section 301 of US trade law, 
which the US would almost 
certainly lose, but also 
refl ects US cnnflrfpnin that 
its WTO complaint against 
the EU’s hormone ban will 
be upheld when the panel ■ 
reports later this year. 
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t tightening economic embago 
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Lack copyright protection for 
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Taxation at foreign film revenues: 
complaint by US (June 1996). 1 
Restrictions in Japanese photo-film 
market complaint by US (June 1896). 
Japan’s retail distribution system: - 
complaint by US (June T996). . 

Brazff s export supskfies tor aircraft 
complaint by Canada (June -1998). 

US anti-dumping probe on tomatoes: 
complaint by Mexico (July 1996). 

BrazfTs car import regime: 00 m plaint by 
Japan (July 1996).; . x \ v.. : \.‘- 


1996. 

Br«a*» witi-eubsidy duties on desiccated * 
coconut complaint by the PWHppfnes. ; . 
(March 1996). Sri Lanka filed separate ; 
complaint (February 199S). - 

US Import quota&on underwear compteint 
by CastaRtea (March 1996). .. U ‘ 


Disputes settled 


US pollution standards tor patrol: 
complaints by Venezuela and Brazil upheld 
on 
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complaint by EU suspended. Threat of US 
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Guatemala. Ecuador. Honduras. * 
and US (May 1996). An earlier oof. . 
washed In September 1 996. 

EU barton hormone-treated I 
complaint by US (May 1996)-. 
flted a separate complaint (June 1 ^ 
Canad ian restrictions on importstf'^C 
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: EU duties on cereal Imports; corriipiBhts 
fay Canada. US, Thailand and .Uruguay 
suspended after settlement. . ' 

Poland's car import regime: eomptamtfay 
.India withdrawn after settlement. 

South Korea’s odes on bottled water 
complaint by Canada withdrawn after 
settlement .' 

Venezuelan anti-dumping probe on 
tu fa nit y goods: complaint by Mexico 
suspended after settlement. 

US import quotas on women's and girts' 
wool coats: complaint by India withdrawn 
after quotas re so inded. 

US punitive tariffs in beef hormone 
dispute: complaint by EU suspended 
after, tariffs repealed. 
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A feature of the WTO’s 
dispute mechanism has been 
success in encouraging set- 
tlement of trade .arguments 
at an early stage. Nine cases 
have been formally with- 
drawn, and a few others 
have been settled “out of 
court". In most of these the 
dispute was resolved daring 
the 60-day consultation 
period, though the EU 
waited fbr an unfavourable 
panel report on its labelling 
regulations for scallops 
before coming to a deal with 
Canada. Peru and Chile. 


Seven cases are currently 
being examined by panels 
while three complaints 
against Japan’s discrimina- 
tory liquor taxes were 
upheld by a panel that 
reported in June. Japan is 
considering an appeal. 
Thirty more disputes are in 
the consultation phase. Pit- 
falls remain. There are fears 
that too many cases could 
overload the system, espe- 
cially at thp appeals stage. 
There is also concern over 
compliance. Rules on the 
implementation period are 


vague, specifying only that 
countries should implement 
WTO judgments within a 
“reasonable period of time”. 

The system has also yet to 
confront the more politically 
sensitive disputes. The first 
test is likely to be the expec- 
ted pnr»*>i ruling against thp 
EU's hormone ban. where 
Brussels may try to offer 
compensation to the US and 
others rather than lift the 
prohibition. 

The EU's complaint 
against the new US law 
penalising foreign investors 


in Cuba could prove even 
more controversial. The EU 
has hesitated to push the 
dispute to a panel because 
success is by no means 
assured, with the US plan- 
ning to invoke the broad 
"national security" excep- 
tion in WTO rules. 

But another reason for 
that hesitation is the fear of 
winning and the damage 
that could be inflicted on the 
WTO’s credibility if - as 
seems all too probable - the 
US refused to comply with 
the judgment 


Toyota to build $150m plant in Brazil 


By Michiyo Nakamoto 
in Tokyo and J on at ha n 
Wheatley in Sfio Paulo 

Toyota. Japan’s largest 
carmaker, is to invest $150m 
in a new production facility 
in Brazil despite a continu- 
ing row between the two 
countries over Brazil’s car 
policy. 

Japan claims the policy 
breaches international trade 
rules and Tokyo has filed a 
complaint against Brazil 
with the World Trade Organ- 
isation contending that the 
policy favours vehicle manu- 
facturers based in Brazil 
over those which do not 
have manufacturing facili- 
ties there. 


Toyota said yesterday its 
decision to manufacture in 
Brazil stemmed from market 
conditions and growth pros- 
pects. rather than the Brazil- 
ian government's recently 
adopted car trade policy. 

The new facility, which 
will be Toyota’s second in 
Brazil, will be located in SSo 
Paulo and will produce the 
Corolla medium-sized pas- 
senger car from the Kid of 
1998. Initial production 
capacity will be 15,000 units 
per year but is expected to 
increase with the develop- 
ment of the regional car 
market. Toyota said. 

Under Brazil’s policy, man- 
ufacturers with local content 
of over 60 per cent and 


which balance exports of 
vehicles with imports of 
parts, will be able to reduce 
tariffs on finished vehicles 
from as much as 70 per cent 
to 35 per cent. Japanese 
trade and industry officials 
say the policy benefits US 
manufacturers which have 
been based in Brazil for 
many years but discrimi- 
nates against Japanese com- 
panies, most of which do not 
have manufacturing 
operations there. 

Toyota is the only Japa- 
nese vehicle maker operat- 
ing in Brazil, producing 
small numbers of its Ban- 
deirante utility vehicle at a 
plant near Sac Paulo. Late 
last year, just weeks before 


the Brazilian government 
unveiled its new policy, 
Honda announced that it 
would start manufacturing 
passenger cars in Brazil 
from 1997. 

Neither Toyota nor Honda 
will be able to take advan- 
tage of the new policy. Local 
content for Brazilian-made 
Corollas will initially be just 
45 per cent and the company 
does not plan to export the 
cars right away. Honda also 
expects it will take some 
time before its facility can 
meet the Brazilian govern- 
ment's requirements to qual- 
ify for preferential tariffs. 

Nevertheless, the pros- 
pects for growth in the Bra- 
zilian car market encour- 


aged both companies to 
invest in Brazil. At the same 
time, saturation of the Japa- 
nese market, where Toyota 
has seen its market share 
slip recently, has forced the 
leading carmaker to expand 
more aggressively overseas, 
particularly in developing 
markets where the prospects 
for growth are better. 

Toyota's market share in 
Brazil has been limited, with 
sales last year totalling 
12.879 units in an overall 
market of 1.73m units. In tbe 
first half of this year, its 
sales in Brazil plummetted 
73 per cent to 2,460 units due 
to the impact of the Brazil- 
ian government's trade pol- 
icy. Toyota said. 


Chrysler considers 
Philippine base 


By Edward Luce In Manila 

Chrysler, tbe US car manufacturer, 
is considering the Philippines 
among other possible sites for a 
S500m-$750m car assembly and com- 
ponents plant wfalch would act as a 
base for exports to south-east Asia, 
according to Philippine officials. 

The Philippine government, which 
earlier this year suffered a setback 
when General Motors of the US 
opted for Thailand instead of the 
Philippines for a $750m plant, said 
Chrysler executives had recently 
visited Manila to discuss the possi- 
bility with senior ministers. 

The Detroit-based company, which 
already assembles cars in Thailand 
and distrib ute s Jeep Cherokee and 
Dodge Caravan models in the 
region, would assemble estate cars 
far export. Ministers said Chrysler 
was also studying the viability of 
opening a new plant in Thailand, 
the largest base for foreign car 
assemblers in south-east Asia. 

“It is very early days for Chrysler 
at the moment but we are keen to 
become a regional car manufactur- 
ing base and have not allowed the 
General Motors decision to dis- 
hearten us," said Mr Meilito Sala- 
zar, under-secretary of trade and 
industry. “We have told Chrysler 
that the incentives we offered to GM 
are available to all potential inves- 
tors." 

The list of incentives offered by 
Manila to COL, which, owing to their 
generosity, sparked some contro- 
versy In the Philippines, included a 


four- to six-year income tax holiday, 
rent-free land for five years, unspe- 
cified government investment in 
road infrastructure and a $30m sub- 
sidy for training. 

The Philippine government is also 
negotiating with the Manila-based 
Asian Institute of Management to 
set up a vehicle management train- 
ing school designed to aid potential 
investors. 


Manila is offering 
the same generous 
incentives as were 
extended to GM 


General Motors, which said it 
chose Thailand over the Philippines 
because of its superior infrastruc- 
ture and car manufacturing -iMik 
base, has also pledged to .invest in 
smaller vehicle components plants 
in the Philippines over the next 12 
mouths, officials say Ford of the US 
Is also looking at possible sites in 
the Philippines. 

The Philippine market, with 
152,000 vehicle sates last year, is 
less than one-third the size of that 
in Thailand. 

Pour Japanese companies, Honda . 
Toyota, Mitsubishi and Isnzu have 
assembly plants in the Philippines. 
Proton Philippines, the local arm of 
the Malaysia car company, is setting 
up an assembly * plant north of 
Manila with a capacity of 30.000 
vehicles a year. 


Renault to 
invest $362m 
in Turkey 

By John Barham in Ankara 

Renault, Prance's state-owned 
carmaker, will invest $362m (£235m) 
to build its Mfegane range of estate 
cars in Turkey. Mr UfUfc SOylemez, 
state minister, said Renault has 
applied for authorisation to make 
the Investment which should create 
1.100 jobs and described it as the 
biggest investment in Turkey since 
tbe customs union with tbe Euro- 
pean Union in January. 

Renault, Turkey’s second manu- 
facturer, holds about one-third of tbe 
market, after Tofas, an affiliate of 
Italy's Fiat. Both companies^ had 
already announced large investment 
programmes to introduce aevr inodf 
els, modernise their Turkish facto- 
ries and increase capacity. • 

Renault's decision to Invest is an 
important gesture of confidence in 
Turkey, following the appointment 
in June , of an Islamist-led coalition 
government. Mr Jacques 'Chauvet. 
Renault general manager, warned 
recently of the importance of main- 
taining "stability of tbe roles Of the 
game. You need some visibility 
when you invest hundreds of mil- 
lions of donars.” 

Re and other local car industry 
executives have watched with 
unease the rising investment by 
Asian competitors in Turkey. Toyota 
began producing Corollas in 1994. 
Honda is to begin making UQJ000 Civ- 
ics a year. Mazda is reportedly seek- 
ing a Turkish partner. Suzuki plans 
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a 8100m light commercial vehicle 
plant for 1997. South Korean compa- 
nies are also considering investing 
in Turkey. 

Mr Chauvet said: “We are not 
afraid of competition, but It must be 
fair" . He complained of alleged pres- 
sure by Japan and South Korea on 
Turkey to waive tax. import duties 
and local, content rules.' Customs 
union has made Turkey an attrac- 
tive manufacturing base with free 
access to the EU and low wage costs. 
Companies -can only export to-EU 
markets after attaining minimum 
local content levels. 

Analysts say production capacity 
could rise , nearly two-thirds . to 
800X100 units a year If all planned 
investments proceed. Domestic sales 
have slumped to 200,000 units annu- 
ally, with exports accounting -for a 
small but rising proportion of ’out- 
put. Executives believe the down- 
turn is temporary, caused by politi- 
cal uncertainty and a volatile 
economy. 

Demand has halved since 1993 
when Turks bought 441,600 cars, 
though sales did rise 11 per cent in 
January-May to 80,962 units. 
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For the benefit of those whose Japanese may 
be less than fluent, our headline reads: "Opel 
sales are jumping in Japan." And they have been 
for the past three years. We've produced well 
over 1 00,000 Opel cars for this competitive 
market, one of the growing number of markets, 
worldwide, where we are constantly increasing 
the supply to meet demand. 

Opel was Japan's Number One imported car 
brand in June, thanks to burgeoning sales of the 


Vectra and Corsa. For the first half of the year, 
Opel, and its partner in Japan, Yanase, increased 
new car registrations by 36%. By the year 2000 
we expect to sell 80,000 cars annually in Japan, 
two-and-a-half times more than in 1995. 

What this performance tells us is that the 
Japanese - probably the world's most quality 
conscious (and demanding) consumers - are 
favorably impressed by Opel products. And 
equally important, that our ambitious goals for 


Japan and the rest of the booming Asian- 
Pacific region are within reach. 

So the next time you see an Opel headline in 
Japanese, Chinese, Malaysian, Indonesian or 
Thai, it won't all be Greek to you. 
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Deterioration in public finances adds to fears that inflation target will be missed uknewsdigest 


Central bank urges interest rate rise Electricity 


By Robert Ctiote 
in London 


Mr Kenneth Clarke, the chancellor, 
will have to raise interest rates 
and cut government borrowing if 
he is serious about hitting his 
inflation target, the Bank of 
England warned yesterday. 

In its latest quarterly Inflation 
Report, the Bank said Mr Clarke 
had only about a 40 per cent 
chance of hitting his inflation tar- 
get in two years without a rise in 
interest rates. It said the odds had 
worsened since its last report. 


largely because the chancellor cut 
rates in June. The Bank is also 
worried by the deterioration in 
public finances revealed in the 
Treasury’s summer forecast 

With domestic spending already 
accelerating, the Bank expects the 
pace of economic growth to rise 
above its long-run trend of 
between 2 and 2.5 per cent a year 
through the rest of this year and 
into 1997. As a result the econo- 
my’s spare capacity will be eroded 
and inflation should rise from the 
middle of next year. 

Mr Mervyn King, the Bank’s 


chief economist, said the question 
to be asked in the coming months 
was no longer whether interest 
rates should be raised, but when. 
“There is certainly a case to be 
considered for making a rate rise 
sooner rather than later,” Mr King 
argued. “The longer you leave it 
the more and faster you will have 
to raise rates later.” 

However, the Bank's tone 
alarmed business groups. The Can- 
federation of British Industry and 
the British Chambers of Commerce 
both said it was too early to talk 
about pre-emptive rate increases. 


The Bank’s warning raises the 
spectre of further disagreement 
over interest rates between the 
chancellor and Mr Eddie George, 
the governor of the Bank. An 
es calating row between the two 
could put the pound under pres- 
sure on the foreign exchanges, but 
yesterday sterling strengthened on 
growing expectations that rates 
will rise by the end of the year. 

Some of Mr Clarke’s political 
allies would like to see another cut 
in rates to help narrow the opposi- 
tion Labour party's opinion poll 
lead. 


The Bank expects the underlying 
rate of Inflation - which excludes 
mortgage interest payments - to 
fell from 25 per cent to 2^ per cent 
or below later this year and 2JJ5 
per cent in mid-1997. 

It believes inflation may be 
lower if export markets re main 
sluggish, and companies continue 
running down stocks of unsold 
goods. But inflati on should then 
e t n i- t rising as the economy gath- 
ers momentum. 


rules ti 


Editorial Comment, Page 11 
Lex, Page L2 


— ^ — r 

The electricity regulator yesterday 

sweeping new powers to ensure that ek*^«|y ?%£**** 
do not hold up the proposed liberalisation of the con- 

Sl ^^Septe?Littie C hild . 

that some power companies may deliberately be trying to 
delay arrangements for April 1998 in the hope of postpon- 
ing the advent of full-blown competition- .... 

He was ^ responding to criticism from electric ity 
SO for foiled I to ^ve the industry., 
the necessary leadership in preparing for 1998. 

|. Mr Iittlechild’s proposed measures are contained in the 
. _ , »»• industry which he pub- 


Unions in 
fight to 
save last 
deep mine 


By Kenneth Gooding, 
Mining Correspondent 


Desperate efforts were being 
made by mining unions last 
night to save the last deep 
coal min e in north Wales. 

KJB Mining, which 
acquired the mine from Brit- 
ish Coal 19 months ago. said 
it bad been approached by 
union representatives sug- 
gesting an employee buy-out 
of the Point of Ayr colliery 
near Tala ere. 

RJB told its employees 
that Point of Ayr had suf- 
fered losses of nearly £5m 
($7.8m) since it was acquired 
and it must close immedi- 
ately. 

RJB advised the unions to 
be very cautious about mak- 
ing an offer for the mine. 
The company had concluded 
there was no prospect of 
Point of Ayr ever making a 



N Ireland city 
walls sealed to 
avoid trouble 


. Mr littlechUcrs proposea — — 

draft licences and codes for the 

lished yesterday after weeks of consultation tesed on pre- 
vious (hafts published in April. Stefan Wagstyl, London 


■ ETHNIC MINORITIES 

British society ‘is diversifying’ 


By John Murray Brown 
in Dublin 


Mercury Prn*s 

Miners at Point of Ayr Colliery clock off yesterday after RJB announced closure plans 


sustained profit. However, it 
said that it would be willing 
to accept £ 1 . 2 m <ji.86m) for 
the mine and its equipment. 
The unions calculate that 
redundancy payments for 
the 200 employees at Point of 
Ayr would be more than 
twice that sum. 

RJB had said it would 
offer employees a transfer to 
other collieries in the Mid- 
lands or Yorkshire or redun- 


dancy. Mr Bill Rowefi. man- 
aging director of deep mines 
for RJB. said: “The loss-mak- 
ing results are a poor reward 
for an experienced and 
skilled workforce who we 
will be happy to assist with 
a move to more productive 
work elsewhere.” 

British Coal spent £4. 5m in 
an attempt to improve the 
prospect of economic work- 
ing at Point of Ayr. 


Last year Point of Ayr’s 
output was 313,000 tonnes of 
coal and another 177,000 
tonnes was produced in the 
first seven months of 1996. 

RJB planned to restore the 
surface site at Point of Ayr 
and. subject to planning con- 
sent. make H available for 
alternative industrial devel- 
opment and job creation. 
RJB shares closed 
unchanged at 510p 


Lloyd’s in discipline overhaul 


By Ralph Atkins, 
insurance Correspondent 


Lloyd's of London yesterday 
responded to complaints 
about its disciplinary proce- 
dures by announcing a wide- 
ranging revamp. 

New measures include a 
“fixed penalty” system and a 
new disciplinary board 
chaired by an outsider. 
Lloyd’s also plans to take 
action in future against 
those who have committed 


offences at the market but 
have since left. 

The reforms follow criti- 
cism last year by the House 
of Commons' Treasury com- 
mittee and were described 
by Lloyd’s as “the most 
far-reaching” overhaul since 
the 1982 Lloyd’s Act 

Mr David Rowland. 
Lloyd’s chairman, said: "We 
have been criticised in the 
past for the slowness of our 
disciplinary procedures. This 
new regime will be more 


comprehensive in its scope 
and swifter.” 

The latest changes follow 
the announcement earlier 
this year of a scheme for the 
compulsory individual regis- 
tration of market practitio- 
ners, which is expected to 
lead to a significant number 
of exclusions from the 300- 
year old insurance market. 

Lloyd's aim is to move to a 
system more akin to those of 
other City regulators. The 
objective of recent reforms 


is to improve standards. 

Yesterday’s changes widen 
the number of offences 
which could lead to disci- 
plinary proceedings. There 
win also be more scope for 
“out-of-court” settlements. 
For less serious offences 
there win be summary pro- 
ceedings based on written 
evidence and submission. In 
addition, there will be a 
“fixed penalty” system com- 
parable to the system for 
motoring offences. 


The British go v e rnm ent last 
night moved to head off seri- 
ous sectarian unrest in 
Northern Ireland, sealing off 
a stretch of Londonderry’s 
city walls which overlooks 
the Catholic Bogside area, 
where the protestant 
Apprentice Boys plan to 
march on Saturday. 

In a move calculated to 
head off a confrontation 
between marchers and local 
nationalist protestors, Sir 
Patrick May hew, the North- 
ern Ireland secretary 
announced that a quarter- 
mile section of the historic 
walls would be closed off 
j f rom 6pm last night until the 
end of the month, unless a 
compromise is found. 

“My purpose in making 
this order is to assist the 
RUC [Northern Ireland's 
police force] in its task of 
preserving public order and 
protecting the community In 
the coming days and is not 
intended to favour any side 
in the current dispute.” Sir 
Patrick said. 

Unionists accused the gov- 
ernment of succumbing to 
nationalist threats. 

Mr Gregory Campbell, a 
Democratic Unionist council- 
lor and a member of Appren- 
tice Boys, said: “There is no- 
way I would recommend 
that we should accept this. It 
gives offence to no-one [to 
march] at Sam on a Saturday 
morning. If people expect us 
to just lie down and walk 


away, that Is just not going 
to happen.” 

The move follows a week 
of unsuccessful negotiations 
between the Apprentice 
Boys and The Bogside Resi- 
dents* Association, chaired 
by local MP Mr John Hume, 
the SDLP leader. It comes 
against a backdrop of height- 
ened sectarian tensions fol- 
lowing clashes last month in 
Ported own. 

Sir Patrick said the deci- 
sion was taken on the advice 
of the Chief Constable Sir 
Hugh Annesley. 

Sir Hugh said he “would 
have had to have something 
like 200 officers on a 24-hour 
basis covering that wall”. 

The Association had last 
night still to issue any state- 
ment. 

An official said: “We don’t 
want to say anything that 
would inflame the sitna-. 
firm “ Nationalists still plan 
to march tomorrow night 

Last ni ght , police and sol- 
diers moved barbed wire and 
concrete bollards to block 
access to the section of the 
walls between. Magazine 
Gate and Bishop Gate. The 
central Diamond area of the 
city was jammed with army 
lorries carrying huge breeze 
blocks, razor wire and scaf- 
folding pipes. 

The entrance from the 
rammerplaj area of the city 
to the Catholic Bogside area 
was sealed by RUC Land 
Ravers. Shortly before 6pm 
RUC officers armed - with 
semi-automatic rifles arrived 
at the city walL 


If you were a 22-year-old woman of Banglad^fo origin liv- 
ing in Britain you would probably be mamed already, but 
if you were of Caribbean descent you would ahnost cerv 
tainly not. Either way. the odds are you would both be 
paging- enviously from your council house at the femily of 
friiflpn origin across the road doing up their newly pur- 
chased house. .. __ 

If you were black, you should also consider putting an 
extra lock on the door before you leave because it w puld 
be twice as likely your residence would be burgled before 
you returned. Vehicle theft is less of a problem, because 
nniiire» most whites, and those of Asian and Chinese ori- 
gin, you would probably not own a car. 

The report, published yesterday by the Office of 
National Statistics makes clear that minorities are 
Increasing not only in size but also diversity as they 
become a more integral part of British society. Britain 
currently has a am inhab itants from ethnic minorities. 

Marks Suzman, London 


■ RAIL PRIVATISATION 

French set for second franchise 


CGEA, a s ubsidiar y of France's Compagnie Generate des 
Eaux conglomerate, is set to win Its second franchise to 
operate a British train operating company after emerging 
as the preferred bidder for the South Eastern franchise. 

South Eastern, which operates services to Kent, Surrey 
1 and Sussex from six large London stations, is one of the 
biggest operating companies to be franchised so far from 
the former state-owned British Rail and takes to nine the 
number of franchises awarded. South Eastern employs 
more than 4,000 staff and had passenger revenues of £315 
mill in n in 1994-95. The likely award gives CGEA two con- 
tiguous franchises serving London and the south-east, 
aTthnn gti the rules state that they must be run 
separately. Haig Simonfan, London 


TUBE STRIKE 


‘Capital’s reputation damaged’ 


Landowners 
seek EU aid for 


Car sales figures fuel optimism 


Yesterday’s 24-hour Tube strike brought almost a total 
shutdown of the underground system and heavy traffic 
congestion to London. 

With no sign of any progress in resolving the Tube dis- 
pute, Mr Brian Mawhinney, the Conservative party c h air- 
man, sald the drivers were “trying to hold London to ran- 
som” but he added they would not succeed. He warned 
they were also damagin g London’s reputation as an inter- 
national flnanna, business and tourist centre. The next 24- 
hour stoppage on London Tubes is scheduled for next 
Tuesday, August 13. 

Each day’s disruption is estimated to be costing London 
Underground alone £2J5m ($3 .9m). Robert Taylor, London 


LONG-TERM CARE 


Government plans ‘alarmist’ 


By John Griffiths 


grouse moors 


By James Buxton 
in Edinburgh 


Scottish landowners 
yesterday urged the Euro- 
pean Union to give financial 
help to operators of grouse 
moors. They brandished fig- 
ures which showed the 
disastrous economics of run- 
ning these traditional play- 
grounds of the rich. 

Because of several poor 
years for grouse, Scottish 
grouse moors lost an esti- 
mated £I0.6m (Si 6.53m) in 
1994 (the latest date for 
which figures ore available) 
on turnover of only £3m. 
The lack of birds meant a 
fall in revenue from charg- 
ing people for grouse shoot- 
ing. with many moors hav- 
ing no days of paid shooting 
in 1994. Expenditure by 
grouse moors, primarily on 
staff, rose 44 per cent from 
£9.5 m to £13. 7m between 
1999 and 1994. 

Mr Graeme Gordon, con- 
vener of the Scottish Land- 
owners Federation, repre- 
senting owners of 75 per 
cent of Scotland's privately 
owned land, said a study by 
Mr James McGilvray of the 
University of Strathclyde 
indicated that revenues 
from grouse shooting in 
Scotland declined in real 
terms by 60 per cent 
between 1989 and 1994. 

Yet grouse moors bring 
considerable economic bene- 
fits to Scotland and make an 
important contribution to 
conservation management 
in the uplands, the landown- 
ers say. 

The federation is lobbying 


for grouse moors and other 
sporting estates to be made 
eligible for EU regional 
development grants. Ulti- 
mately such land should be 
broQght under a restruc- 
tured Common Agricultural 
Policy, the federation 
argues. 

The federation has been 
pressing the UK government 
and the European Commis- 
sion to bring forms of land 
use other than agriculture 
into the Cap. This would 
entail a switch from sub- 
sidising livestock and crops 
to giving support on the 
basis of the acreage under 
management, with the aim 
of rewarding “responsible 
land use” such as forestry 
aud conducting sporting 
activities. 

Ironically, the plea for 
help for grouse moors comes 
on the eve of what is expec- 
ted to be a good season. 
Grouse shooting begins next 
Monday, the so-called “glori- 
ous 12 th” of August. 

The Game Conservancy, a 
research organisation, said 
yesterday that grouse num- 
bers in northern England 
and Scotland are up on 
recent years. But in many 
places they are still below 
the levels of the mid-1970s, 
because of changes in land 
use, predators and disease. 

“Grouse shooting has its 
detractors,” Mr Gordon 
acknowledged, but it was , 
part of Scotland's heritage, 1 
generated high levels of | 
Investment and remained an j 
important source of rural , 

employment, in spite of a 

decline in fhll-time jobs. 


Registrations of new cars 
jumped by 17 per cent year- 
on-year In July, further 
boosting hopes of 2 m-plus 
sales this year for the first 
time since 1990. 

UK makers were, however, 
less pleased by import statis- 
tics published this week. 
Imports accounted for 
64.4 per cent of the July mar- 
ket. up from 62.5 per cent, a 
year ago. and for 61.8 per 
cent in the first seven 
months (59.5 per cent). 

The registration figures 
issued, however, conveyed 
more a mood of optimism 
than a significant contribu- 
tion to sales figures. The 
July market is traditionally 
small because most buyers 
prefer to wait for August 
and the introduction of the 
annual registration prefix. 
Thus the 39.150 registrations 
recorded in July - up from 
33,459 In the same period last 
year - may represent less 
than 2 per cent of the frill 
year's figures. 

"The real strength of 
demand will be shown this 
month, which normally 
accounts for 25 per cent of 
annual sales and 30 per cent 
of retail sales.” said Mr 
Ernie Thompson, chief exec- 
utive of the Society of Motor 
Manufacturers and Traders, 
which released the figures. 
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A parliamentary committee yesterday dismissed talk of a 
crisis in long-term care funding as “alarmist” and 
attacked government proposals to develop partnership 
schemes in long-term care insurance for not being prop- 
erly costed. 

The findings are a blow to the government, which has 
announced plans to introduce insurance schemes allow- 
ing individuals to protect a portion of their assets if they 
take out insurance. Mark Suzman, London 


GUERNSEY 



Queen may be court defendant 





Guernsey's Royal Court will decide on Friday whether 
Queen Elizabeth can become a defendant in an action 
brought by Britain’s wealthiest twins. Mr David and Mr 
Frederick Barclay. 

The brothers, former painters and decorators whose 
personal fortune Is now estimated to be at least £650m, 
have just moved into their new home - a Gothic-style cas- 
tle on the tiny Channel Island of Brecqbou. in a complex' 
case concerning land ownership, the brothers are qnes- 
fir mi n g the payment of feudal dues to the Queen for the 
purchase of the castle. Phillip Jeune, Jersey 
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Progress on ‘take-or-pay’ dispute 
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Dealers and carmakers 
were further encouraged by 
registrations to private buy- 
ers being some 20 per cent 
higher than a year ago. The 
trade is increasingly optimis- 
tic that returning consumer 


confidence will nudge 
August registrations close to 
500,000. Total registrations 
for the first seven months of 
the year reached 1,039,768 - 
5.5 per cent up an the same 
period last year. An extra 


incentive to buy in early 
August is being provided by 
price increase plans 
announced by some car- 
makers. Ford's average 1.8 
per cent rise will apply from 
August 12 for example. 


The first signs of progress are appearing in the bitter. 
£40bn “take-or-pay” contract battle between British Gas 
and some of the largest North Sea oil and gas producers. 
One big producer yesterday characterised the latest round 
of talks as “encouraging,” and said that contacts between 
the two sides were being stepped up. But he denied that a 
deal had already been done. 

British Gas is thought to be particularly keen to com- 
plete deals with some of Its main suppliers, such as Brit- 
ish Petroleum and ShelL British Gas claims that the high- 
pneed life of field contracts are a legacy of the monopoly 
era, and put it at a severe disadvantage in Britain’s new 
competitive gas market. Robert Corzxne, London . 


Small companies fight shy of corporate codes 


Research by voting agency reveals serious breaches of Cadbury and Greenbury directives 
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M r Ronald Pratt joined 
William Cook, the cast- 
ings manufacturer, in 
2949 and became a director in 1955. 
He now sits as one of two non-ex- 
ecutive directors at the publicly 
quoted Sheffield-based company, 
the other being Mr Ian porter. 

Mr Pratt and Mr Porter, nnlikfl 
non-executives at most public com- 
panies. do not sit on William 
Cook's audit committee. That is 
because the company does not 
have one. Nor does it have a sepa- 
rate remuneration committee to 
set executive directors’ pay - the 
whole board takes the decisions. 

The company's structure Is such 
that it is committing serious 
breaches of the Cadbury and 


Greenbury committee reports, the 
two main corporate governance 
rule books. 

However, research carried out 
during the recent agm season by 
Manifest, the new proxy voting 
agency, shows that William Cook 
is not alone. Several smaller public 
companies are failing to comply 
with even the bastcelements of the 
Cadbury and Greenbury commit- 
tee reports. 

At William Cook, Mr Pratt's long 
association with the company 
leads Manifest to doubt whether it 
complies with Cadbury's recom- 
mendation that the majority of 
non-executives on a board should 
be “independent of management”. 

Manifest also states that William 


Cook's failure to set up an audit 
committee is a “blatant breach” of 
the Cadbury code, and the fact 
that its remuneration committee 
consists of the entire board rather 
than just non-executfve directors is 
a breach of the Greenbury code. 

The company's annual report 
says the Cadbury code is not man- 
datory and a responsible board 
should not “blindly follow rules 
which may be inappropriate nwri 
not of benefit to the company”. 

Mr Andrew Cook, chairman and 
chief executive, said yesterday. 
“Breach is an inappropriate word. 
There are a large number of 
smaller companies that do not see 
it as relevant to their b usinesses to 
comply lock stock and barrel [with 


Cadbury and Greenbury]”. Mr 
Cook also said that Mr Robert 
Bickford, company secretary, also 
acted as a non-executive director, 
even though he was designated in 
the company's accounts as an 
executive director. 

Looking at forthcoming annual 
general meetings. Manifest also 
questions the independence of Sir 
John Fuller, a non-executive of 
Fuller Smith & Turner, the wrest 
London brewer, whose ann ual 
meeting is on August 16 . Sir John 
has been a director of the company 
and Is a “major shareholder”, the 
annual report states. 

Both the Cadbury and Green- 
bury reports, incorporated into the 
stock exchange rule book, called 


on institutional shareholders to 
ensure companies' compliance. 
However, investors have been 
more lenient with smaller public 
companies, which argue that costs 
prevent them from iwpi omwiting 
all elements of the codes.- . 

However Manifest says that 
“when companies drive a coach 
and horse through the codes share- 
holders may take a different view”. 
William Cook’s shareholders • 
include Phillips & Drew Fund Man- 
agement. with 21 .39 per cent of the 
shares and Schroder Investment 
Management with 6.37 per cent 


William Lewis 
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Cinema 


Apocalypse of the feelgood kind 



B efore my eyes 
blurred over during 
the closing credits 
of Independence 
Day I counted roughly 100 
visual effects craftsmen. 
Unrolling like the dead of 
two world wars, they are the 
unsung heroes of Holly- 
wood's own newest world 
war, writes Nigel Andrews. 

This alien invasion block- 
buster has swept across the 
US smashing records, threat- 
ening Jurassic Park (all-time 
number one) and causing us 
to ask in the year of Twister, 
Mission : Impossible and now 
this, “What exactly «r the 
current mental age of west- 
ern filrngoers?” 

Do we really all like to be 
terrorised, tomadoed, blown 
up and blown away? The 
question may be naive, like 
asking us If we like roller- 
coasters. But Independence 
Day, as absurd as it is ener- 
getic and inventive, is the ne 
plus ultra of recreational 
catastrophes. In the opening 
minutes it moves its city- 
sized flying saucers across 
the known world, though 
only America's landmarks 
are dwelt on as they fall into 
shadow; the Hollywood sign. 
New York, the White House, 
in that order of impor- 
tance. 

Then it is all-out war 
between them and us, with 
global gung-ho being repre- 
sented again exclusively by 
Americans in America. We 
have a manic computer bof- 
fin (Jeff Goldblum), a 
drunken crop duster (Randy 
Quaid). a black fighter pilot 
(Will Smith) and a President 
(Bill Pullman) who climbs 
into his own aircraft to do 
some last-reel zapping. 

While London. Moscow 
and Bombay go down in 
sheets of unmourned flame - 
at least we assume they go 
down, we barely see any- 
thing - the USA manages to 
disregard the world while 
behaving as if it represents 
it. Astonishingly we non- 
Americans go along with it. 
We don't care about London, 
Moscow or Bombay. We 
shudder to our depths as the 
Hollywood sign falls into 
darkness. 

That all this is directed 
and co-written by a German 
is just another tribute to 
Hollywood as the omphalos 
of the world. Roland Emmer- 
ich brought kindergarten 
cunning to Stargaie, which 
used paint-by-numbers com- 
puter graphics to bring ns 
dream images of ancient 
Egypt and Outer Space. HaK 
of Independence Day looks 
digitally painted as well, but 
it moves so fast that we can- 
not count, indeed barely 
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notice, the dots and pixels. 

I counted 20 clear influ- 
ences, from The War Of The 
Worlds to Alien, via The 
Thing, Invaders Prom Mars 
and The Day The Earth 
Caught Fire. But derivative- 
ness bothers us no more 
here than anything else. 
Independence Day is a fast- 
moving, feelgood apocalypse 
in which lbn people die, 
roughly counted, and we 
hardly notice. This is partly 
because the good guys are 
doing such a heroic job 
against the bad. And partly 
because the age. of computer- 
guided warfare has been 
passed from one Nato (North 
Atlantic Treaty Organisa- 
tion) to another (National 
Association of Theatre Own- 
ers), so that for everyone 
now the simulation tech- 
niques of military rehearsal 
are indistinguishable from 


the stimulation of actual 
conflict. In reel life as in real 
life, war is a video game. 

The moralists will no 
doubt gird up their indigna- 
tion for this latest chapter in 
the evolution of screen vio- 
lence. But they had better 
hurry. The entire world will 
have seen Independence Day 
by the time they decide that 
it shouldn’t. 

* 

Last week dolphins, this 
week seals. And Celts. If 
there's something the Great 
British Public likes better 
than amiable amphibians it's 
garrulous Gaels, writes Mar- 
tin Hoyle. 

Both seals and Celts 
emerge a trifle over-decora- 
tfvely from the mists of The 
Secret of Roan Irtish with an 
unabashed fferie that would 
make J.M. Barrie blush. T.fire 
Mary Rose, Roan Inish Is an 
island that likes to be vis- 
ited, indeed wants to be 
inhabited, though John 
Sayles 's 1294 film is set not 
in Scotland but post-war 
Ireland. 

Little Fiona is sent from 
the grimy city back to the 
coast where her family were 
fisherfolk. Living with her 
grandparents, she steeps 
herself In local legends. 
From slightly daft Tadhg 
(John Lynch, doing his 
Intense, melancholy torn) 
she hears of the ancestor 
who married a selkie, half- 
woman, half-seal. She also 






hears of her baby brother 
being swept out to sea in his 
boat-shaped cradle. And on 
the now deserted island 
where the family lived she 
sees him: a chubby, naked 
infant out of Mabel Lucy 
Atwell, playing with the 
seals and m fling off in hi« 
tiny craft. 

The story is taken with 
gentle seriousness. Haskell 
Wexler's photography echoes 
the director's well-judged 
blend of the everyday (gut- 
ting fish, tarring boats, roof- 
thatching) with the element 
of mystery in the changing 
seascapes, vacillating bet- 
ween brumous and bright 
like the Celtic soul. The 
film's main weakness is that 
it presents an outsider's, a 
tourist’s, view of Hibernian 
fantasy. But then all fantasy 
is tourist country. 

The film is beautifully 
acted. Eileen Colgan and 
Mick LaHy are the grandpar- 
ents, and the children are 
outstanding; Jeni Courtney 
and Richard Sheridan as 
Fiona and her cousin — a 
mixture of the practical and 
the fey. like the tale itself. 

* 

Sir Anthony Hopkins reverts 
to his Celtic roots for his 
debut as film director. Noth- 
ing fey about the plot of 
August, crumbling country 
estate kept going for absen- 
tee owner, a self-important 
academic, by slightly bibu- 
lous brother-in-law nearing 


embittered middle-age and 
plain, pining daughter. 
Other characters include an 
idealistic local doctor and 
the academic's glamorous 
second wife . . .Yes, this Is 
Uncle Vanya, Chekhov trans- 
lated to Caernarvonshire. 

Convincingly, too, with 
the hooter and explosions of 
a nearby quarry providing 
reminders of the ruthless 
world outside. The film was 
shot on location, before (a 
reversal of the usual pro- 
cess) a stage production with 
the same principals. It 
makes a handsome and dis- 
tinguished. though I suspect 
some will say too theatrical, 
debut for Hopkins. 

The film is unfailingly 
good to look at. Robin Vid- 
geon’s photography is as 
evocative when capturing 
dusty sunbeams slanting 
through cluttered interiors 
as in the perpetual teatime 
of the garden; but with a 
solid reality that transcends 
the self-conscious period pic- 
ture-postcard feel of Mer- 
chant-Ivory. 

Hopkins marshals his cast 
with a feeling for operatic 
ensemble: the fumbled shoot- 
ing when Ieuan (vice Vanya) 
goes berserk and throws the 
household into a panic is 
played for the laughs that 
usually get overlooked in 
Chekhov; a romping Rossini 
Act 1 finale. Moments of 
overlapping speech and cal- 
culated groupings aspire to 


opera’s gift for the simulta- 
neous expression of different 
emotions. Not all of it comes 
off; but the film is engross- 
ing. 

Hopkins is Ieuan, less 
overblown than he can be on 
stage, restrained in his mix- 
ture of clowning and erup- 
tive frustration. The cast 
rises to the Chekhovian chal- 
lenge of thumbnail autobiog- 
raphies. Especially notable is 
Gawn Grainger's doctor, 
resembling a better-nour- 
ished Robert Louis Steven- 
son. and newcomer Rbian 
Morgan, whose Weis hn ess 
makes the plain Sian 
(Sonya), with her quiet resig- 
nation and sense of duty, 
touching and credible. 

* 

The Stupids is based on a 
comic strip and goes for the 
kids in a wham-bam Mad 
Magazine-for-six-year-olds 
sort of way. Tam Arnold is 
the shrunk-suited Panama- 
hatted paterfamilias whose 
quest for the arch-villain 
Sender (as in “return to . . .") 
cues a guest appearance 
from a strawberry-blond 
Christopher Lee. possibly 
the world’s best-known Old 
Etonian. 

The rest - including a 
wacky singalong on a TV 
personal problem show and 
illicit arms dealing - 
touches manic surrealism so 
often that after stony-faced 
disbelief you find yourself 
cackling incredulously. 


The Proms/Richard Fairman 

Sounds of authenticity 


I n the early years of the Proms, 
Monday night was Wagner 
night. How fashions change: in 
order to get a good audience on a 
Monday now, the Proms know that 
their best bet is an evening of 
early music on period instruments, 
preferably featuring one of the 
leaders of the authentic move- 
ment 

On Monday this week the Royal 
Albert Hall was packed to the raf- 
ters for William Christie and Les 
Arts Florissants, as it had been the 
week before for Trevor Pinnock 
and the English Concert. It is just 
an irony that the very popularity 
of "authentic" early music these 
days means that it is to be found 
in halls which are probably 10 
times the size of any authentic 
18th century venue. 


In Christie’s case, there was the 
added draw that the audience was 
saved a journey to Aix-en-Prov- 
ence. A new production of Han- 
del’s Semele with his group was 
the main attraction at the festival 
there this summer. Indeed the only 
opera to be seen (Aix, like some 
other regional festivals in France, 
suffered financial cutbacks this 
year). By bringing it in a concert 
performance to the Proms, Les 
Arts Florissants were able to play 
in front of the largest audience 
they can ever have had. 


In the last six months, London 
has already had two Semeles - one 
fully staged at the Royal Opera 
House, the other in concert at the 
Lufthansa Festival - and this 
remarkably made a thir d. Each has 
had its own personality. Among 
the conductors, Mackerras at 
Covent Garden was inevitably the 
heaviest with a traditional orches- 
tra: Ivor Bolton for Lufthansa was 
swift, light, strictly in tempo; 
Christie sought out elegant dance 
rhythms with a distinctly Gallic 
gait. 


It was interesting to hear an 
international cast In Handel 
instead of shuffling the regular 
British pack. The vibrant fast 
vibrato of Swedish mezzo Char- 
lotte Hellekant's Ino, made a 
strange contrast with Michael 
Chance’s plangent counter-tenor 
Athamas. Of the two basses, the 
German Reinbard Hagen was a 
stem Cadmus and Willard White a 
Somnus with a dry sense of 
humour. Janis Kelly laid the jokes 
on thickly as Iris; but the Ameri- 
can mezzo Kathleen Kuhlmann 


played the more obviously comic 
role of Juno without the panto- 
mime dame overtones of the other 
two recent performers. 

The leading pair rose to the occa- 
sion. Rosemary Joshua trilled and 
skipped athletically up to high Ds 
in Semele's music, mostly with 
pleasing brilliance. Timothy Robin- 
son sang a fluent and lyrical 
“Where’er you walk". Their crucial 
Act 3 scene was performed in its 
entirety, showing Handel to be a 
more ambitious dramatist in this 
score than one might have sus- 
pected. For his part Christie may 
exaggerate tempos - the slow 
music at the end was hugely 
drawn out - but the death of 
Semele became quite moving. The 
large Proms audience was held in 
silence. 


Theatre/ Alastair Macaulay 


Spontaneous 

fascination 


I n a production or Hcdda 
Gabler where nothing is 
less than good. Harriet 
Walter's performance of the 
title role is more or less 
ideal. A fascinating actress, 
sbe expresses Hedda's 
self-destroying ironies and 
contradictions in myriad 
details. Arrogant/cowardly. 
artfUJ /impulsive, irrepress- 
ible/guarded, convention- 
al/faithless. theatrical/bored, 
grand/petty: oh. sbe is all of 
these, and more. Just see the 
bitter boif-smile - grati- 
fied and frustrated in the 
same instant - that passes 
across her features as sbe 
hears that her husband TCs- 
man's predicted inheritance 
of the local professorship 
will now have a challenger 
In the person of her ex-lover 
Lovborg. Just hear, when 
Mrs Elvsted asks “What do 
you really want. Hedda?", 
the pent-up hunger and 
the casual malice with 
which she replies, “The 
power to shape a human des- 
tiny". 

Walter is "right” for 
Hedda - as she should be for 
Beatrice and Mil lam ant - 
because sbe is writ rigbt 
through with self-contradic- 
tions. The glamour of her 
looks has both softness 
(eyes, mouth, breasts) and 
hardness (cheekbones, jaw- 
bone. brow), and her gait is 
both erect and pliant. As for 
her voice, it is among the 
oddest since Call as. It mixes 
chest and head tones in an 
uneven scale: now it sounds 
bottled up, constricted, now 
it tingles in the very front of 
her face; it is sweet and 
sour, defensive and vulnera- 
ble. 

Every aspect of this inter- 
pretation leads you back to 
the role and to the play. 
Because of her contradic- 
tions, Hedda is an exception- 
ally easy role to misjudge. 
She has guts in trivial ways, 
but none in big ways; and 
she misapplies her consider- 
able intelligence. No doll, 
she chooses to live in a doll’s 
house; she rejects the “Kin- 
der, Kirche, Kuche” credo of 
typical 19th century woman- 
hood, but knows no alterna- 
tive way of fulfilling herself; 
and, as for living through 
others, she lacks the gener- 
osity or the selflessness. She 
is revolted by the dying, but 
sbe finds a morbid pervert- 
ed-Romantic appeal in the 
idea of “a beautiful death”; 
and the final irony of the 
play is that, when she finally 
kills herself in just this 


fashion. nobody finds beauty 
or glory in her action. All 
of which, here, falls into 
place. 

The strangest interpreta- 
tion in tbe play is David 
ThrelfalTs muted, burnt-out 
Eilert Lovborg, but. like 
everything here, it works. 
Peter Blythe, replacing Roy 
Marsden, makes Judge 
Brack, surprisingly but tell- 
ingly, feline. Nicholas Le 
Provost as Hedda's husband 
Tesman is almost John- 
Cleese-like in his earnest 
and feckless ways. The 
warmhearted, tender, fretful 
solicitude that Phyllida Law 
brings to Aunt Julia is per- 
fection; 1 love the anxi ous 
glance she gives to her own 
hat while talking to her 
nephew of something else. 
She in her way and Jenny 
Quayle's equally fine Mrs 
Elvsted In hers exemplify 
kinds of womanhood that 
Hedda rejects. 

Isabella Bywater has not 
only designed a completely 
believable interior, she has 
also managed to make the 
oddest small points come off. 
You feel that Hedda's grand 
piano is out of place in this 
room before she says so. And 
as you see Mrs Elvsted's 
curly, bushy hair, you know 
at once why Hedda has 
longed to pluck it out. 

The production employs a 
very free version of the 
Ibsen play by Helen Cooper, 
(who. if memory serves, once 
acted in a fine chamber-scale 
Hedda at the Almeida in the 
early 1980s). But. though she 
takes liberties and misses a 
few nuances, this text has 
the right freshness and 
transparency, so that the 
only feature of the charac- 
ters' locution that draws 
attention to itself Is their 
abundance of metaphor. 

Lindy Davies, directing, 
has elicited from the whole 
cast a very unusual sponta- 
neity of contrasting dynam- 
ics (a spontaneity that is, 
fascinatingly, the precise 
opposite of what she elicited 
from her cast. Walter 
included, in last year's West 
End production of Pinter’s 
Old Times), so that charac- 
ters sometimes start to over- 
lap as they speak lines. This 
is finely enough judged 
□ever to become irritating. 
Instead, it keeps making us 
believe that these characters 
really do know each other. 


At the Minerva Studio Thea- 
tre, Chichester, until August 
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■ AMSTERDAM 

CONCERT 
Concertgebouw Tel: 
31-20-5730573 

• Hae-Eun Kim and Maria 
Kulakowska: the cellist and pianist 
perform works by Boccherini and 

Crumb. Pianist Finghin Collins 
performs works by Rachmaninov, 
Field and Chopin; 8.30pm; Aug 9 

EXHIBITION 
De Nleuwe Kerk Tel: 

31 -20*62681 6B 

• Paiech, een Russlsch sprookje: 
exhibition of more than 100 
lacquer miniatures, created In the 
19th and 20th century In the 
Russian village of Paiech. The 
works on display come from the 
Museum for Decorative Arts in 
Moscow, the Museum of Paiech 
and the Ritman collection: to Sep 
22 


■ CAMBRIDGE, US 

EXHIBITION 

Arthur M. Saclder Museum Tel: 
1-617-495-9400 


• The Fire of Hephaistos: Large 
Classical Bronzes from North 
American collections: this 
exhibition comprised of full figures 
and body parts concentrates 
upon large-scale Classical bronze 
statues. Executed in what is 
known to have been the most 
preferred medium for sculptors 
and patrons during the classical 
period, very few of these choice 
statues survive today. The display 
includes 52 large Greek and 
Floman bronzes and focuses both 
upon the Qnks between ancient 
styles and techniques, and the 
new research methods feat 
scholars are using today to study 
this ancient industry; to Aug 11 


■ COPENHAGEN 

EXHIBITION 

Ny Carteberg Glypothek Tel: 
45-33 41 81 41 

• Byzantium. Late Antique and 
Byzantine Art in Scandinavian 
Collections: this exhibition brings 
together more than 100 objects 
from Uppsala, Stockholm, Oslo, 
Helsinki, Copenhagen and 
Odense. The display indudes late 
Roman imperial portraits, Coptic 
textiles and limestone reliefs, late 
Antique and Byzantine coins, 
pendants and manuscripts from 
the middle Byzantine period, and 
icons from the late Byzantine era; 
to Aug 31 


■ LONDON 

CONCERT 

St Martm-in-thO-FleWs Church 
Tel: 44-171-9300089 
• Baroque by Candlelight The 
Belmont Ensemble of London 


with conductor Peter 
Gflbert-Dyson perform works by 
Mozart J.S. Bach, Vivaldi and 
Handel; 7.30pm; Aug 10 

EXHIBITION 

Barbican Art Gallery Tel: 
44-171-6384141 

• Eve Arnold: in Retrospect/ 
Derek Jarman: A Portrait two 
exhibitions shown at the same 
time. Eve Arnold: In Retrospect 
covers the fife's work to date of 
photographer Eve Arnold, who for 
more than four decades has 
served as witness through camera 
and words to many of the major 
figures and events of the latter 
half of the 20th century. The 
display includes over 200 
photographs. Derek Jarman: A 
Portrait considers the diversity 
and impact of Jarman’s career as 
an artist, film-maker, stage 
designer, writer, gardener and 
influential figure In gay politics. 
The exhfoftion features over 200 
works including paintings, theatre 
designs, photographs, writing and 
his Super 8 films; to Aug 18 
Design Museum Tel: 
44-171-3786055 

• Treasures of Faberge: 
exhibition of 40 perfume flasks by 
the workshops of Fabergg, 

Imperial jeweller to the Russian 
court, from the collection of 
Maurice F. Mizzi. Approximately 
half the perfume bottles are made 
of gold, silver and translucent 
enamel, the- other half are gems 
set in gold; to Aug 11 

THEATRE 

Barbican Theatre Tel; 
44-171-6384141 

• Romeo and Juliet: by 


Shakespeare. Directed by Adrian 
Noble and performed by the 
Royal Shakespeare Company. 
The cast includes Christopher 
Benjamin, Susan Brown, Julian 
Glover and Michael Gould; 
7.15pm; Aug 9, 10 (also 2pm) 


■ LOS ANGELES 

EXHIBITION 

Los Angeles County Museum of 
Art Tel: 1-213-857-6000 

• Designing Modernity: The Arts 
of Reform and Persuasion, 
1885-1945: this multi-media 
exhibition seeks to explore 
western society's response and 
reaction to modernization, the 
dominant force following the 
industrial revolution and 
proceeding through the aftermath 
of the second world war. The 
display features nearly 285 
objects including European and 
American paintings, sculpture, 
prints, furniture, metal work, 
ceramics, glass, books, toys and 
ephemera. Artists represented 
include William Morris, Frank 
Uoyd Wright, Peter Behrens, 
Hector Guimard. Mies van der 
Rohe, Marcel Breuer. Isamu 
Noguchi and Walter Dorwin 
Teague; to Sep 22 

MUSICAL 

Ahmanson Theater Tel: 
1-213-972-0700 

• Carousel; by Rodgers and 
Hammerstein. Directed by 
Nicholas Hytner and 
choreographed by Kenneth 
MacMillan. The cast includes 
Sherry D. Boone, Sarah Uriarte, 
Kate Buddeke, Patrick Wilson, 
Joseph Ricci and William Metzo; 


Tue-Sat 8pm, Sun 2pm, Thu, Sat 
also 2pm; to Aug 25 (Not 
Mon) 


■ NEW YORK 

EXHIBITION 

Guggenheim Museum SoHo Tel: 
1-212-423-3840 

• Medlascape: the Guggenheim 
Museum So Ho reopens to the 
public with this exhibition devoted 
to multimedia and interactive art 
It features 14 works by 10 artists, 
including Marie-Jo Lafontalne, 
Bruce Nauman, Nam June Paik 
and Bill Viola; to Sep 15 

The Metropolitan Museum of 
Art Tel: 1-212-879-5500 

• Modem Glass as Art: this 
exhibition, selected from the 
Metropolitan's collection of 

20th-century architecture and 
design, explores glass as a 
medium for contemporary art and 
Includes works made by a variety 
of techniques manipulating the 
glass through blowing, casting, 
etching, flameworking, and 
stained glass; to Oct 6 


■ PARIS 

EXHIBITION 

Centre Georges Pompidou Tel: 
33-1-44 78 12 33 
• James Coleman: this exhibition 
shows installations of this Irish 
artist, and is a part of the cycle 
“L’lmaginaire than dais” that takes 
place In Paris from May until 
September, to Nov 18 


■ SALZBURG 

EXHIBITION 

Rupertinum - Salzburger 


Landessammlungen Tel: 
43-662-80422336 

• Louise Bourgeois. Skulpturen 
und Objekte: exhibition devoted 
to the French-bom American 
sculptor Louise Bourgeois. The 
display gives an overview of her 
work between 1946 and 1992 and 
features between 15 and 20 
objects; to Oct 27 

OPERA 

Grosses Festspielhaus Tel: 
43-662-80450 

• Rdelio: by Beethoven. 
Conducted by Sir Georg Solti and 
performed by the Wiener 
Philharmoniker. Soloists include 
Peter Mattei, Tom Fox, Ben 
Heppner, Cheryl Studer, Ren6 
Pape, Ruth Ziesak and Roberto 
Saccd. Part of the Salzburger 
FestspieJe; 5.30pm; Aug 10 


■ SAN FRANCISCO 

EXHIBITION 

SFMOMA - Museum of Modem 
Art Tel: 1-115-357-4000 
• Glenn Ligon: New Work: in this 
exhibition the African American 
artist shows two new series of 
works In tandem. A group of 
self-portraits as discrete canvases 
and pictures taken from the 
Million Man March in Washington 
last autumn create an 
encompassing screen of images; 
to Aug 25 

Listing compiled and supplied 
by ArtBase The International 
Arts Database, Amsterdam, The 
Netherlands. Copyright 1996. All 
rights reserved. Tel: 31 20 664 
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WORLD SERVICE 

BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 

(Central European Time) 
MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Time s Business 
Tonight 

CNBC: 

08.30 

Squawk Box 

10.00 

European Money Wheel 
18.00 

Financial Times Business 
Tonight 
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Good relationship guide 


Companies working to establish lasting rapport with their customers beyond 
simple transactions need to follow basic rules which reinforce quality 


Mature marketing exec, 
successful but dissatisfied, 
seeks attractive consumer, 
footloose and fancy free . 
Object: lasting relationship. 


You won't find this message 
in the lonely hearts column 
of your local free-sheet, but 
it’s hard to miss it pretty 
much everywhere else. 
From baked beans to super- 
markets to airlines, consum- 
er-oriented companies have 
devoted much of the past 
decade to “relationship mar- 
keting’'. the attempt to build 
links with their customers 
which extend beyond simple 
transactions. 

Some of these efforts - 
especially the earliest 
airline frequent flyer clubs 
- have been stunningly 
successful. Others have 
added more to costs than 
they have to revenues. What 
all those mature marketing 
executives hope for is the 
magic ingredient that distin- 
guishes real commitment 
from just. well, fooling 
around. 

As soon as a company 
moves its product beyond 
, the commodity stage, of 
course, it has taken the first 
step towards building a rela- 
tionship with its customers. 
Quality, value, attentive ser- 
vice - all these are tradi- 
tional ways of encouraging 
repeat business. And the 
whole point of branding - 
ever since Bass first slapped 
a triangle on its bottles to 
create the UK’S first 
registered trademark - has 
been to build lasting trust in 
the consumer's mind. 

What's different now? 
Just as Stalin defined com- 
munism as socialism plus 
electrification, so relation- 
ship marketing is brand- 
building plus computerised 
databases. Not only do your 
customers trust you. but 
you know who they are and 
where they live. Straight 
away, you can lower the 
costs of advertising and 
increase its effectiveness. 
But there’s more: you can 
offer them promotions 
tailored to their past buying 


patterns. And. most effec- 
tive of all. you can redesign 
the product or service you 
offer to reward loyalty, as 
supermarket chains such as 
Tesco in Britain and Carre- 
four in France have 
shown. 

But has the Cad gone too 
far? Companies rarely admit 
to all-out failure in relation- 
ship marketing, and once 
started such schemes are 
hard to cancel. The rush of 
me-too loyalty schemes - 

among US telecoms opera- 
tors. international airlines, 
or British supermarket 
chains - suggests, however, 
that some companies are 
paying out more to build 
relationships than they will 
ever get back in sales. 

Companies thinking of 
trying to establish relation- 
ships need to bear in mind 
some simple rules. 

• Raise consumers’ cost of 
switching. Relationship 
marketing is not just about 
giving consumers a warm 
glow about your company 
and products. It has a more 
cold-blooded rationale: to 
make It harder for custom- 
ers to choose freely between 
suppliers. Frequent flyer 
clubs achieve this aim 
because the miles awarded 
are not transferable. Passen- 
gers are unwilling to switch 


their preferred airlines if 
that means sacrificing 
unused miles. Similarly, 
pharmaceuticals wholesal- 
ers lock in drugstores as 
customers by providing 
valuable computer software. 
The cost of adapting 
to new software discourages 
the customers from switch- 
ing. 

A well-designed relation- 
ship marketing programme 

will seek to raise consum- 
ers' switching costs. And 
there's an extra bonus to 
any warn and fuzzy feelings 
the programme induces: 
they serve to camouflage 
the limitations on consumer 
choice that these higher 
switching costa impose. 

• Emphasise service. It’s 
not surprising that the most 
successful relationship pro- 
grammes are in service busi- 
nesses. Services tend, by 
nature, to be less “transac- 
tional” than manufactured 
goods. And many services 
require detailed knowledge 
by the provider of the 
circumstances of the cus- 
tomer. But even service 
businesses can improve the 
personalisation of their 
offerings; and suppliers of 
manufactured goods can 
add a service component, 
for example by guiding cus- 
tomers through a complex 



product range. The UK sub- 
sidiary of Heinz is seeking 
to build lasting relation- 
ships with baked beans con- 
sumers, by offering them a 
quarterly magazine and tai- 
lored promotions. 

One category of manufac- 
tured goods producers, com- 
puter makers, has found 
that service-based relation- 
ships have turned into 
transactions as their prod- 
ucts have become more reli- 
able and standardised. 
IBM built much of its suc- 
cess - even when its main 

line of business was tabulat- 
ing machines, not comput- 
ers — on exemplary service 
for complex, finicky machin- 
ery. Now that computers are 
reliable, off-the-shelf prod- 
ucts, it is much easier for 
customers to choose on 
price. The more reliable a 
product, curiously, the 
lower the relationship 
potential 

• Don’t confuse loyalty, 
necessity and bribery. This 
point is made by James 
Rosenfleld, a marketing con- 
sultant based in San Diego, 
California. Companies may 
think they have loyal cus-. 
tomers, when really they 
have resentful captives - or 
mercenaries. If there is no 
hope of building true loy- 
alty, then there is little 
point in trying, expensively, 
to reinforce it. It would be 
better to reinforce barriers 
to entry against rivals (for 
example, by lowering costs). 
Similarly, as Mr Rosenfleld 
puts it. relationship pro- 
grammes that rely heavily 
on incentives risk “substi- 
tuting rewards for satisfac- 
tion-'’ Dissatisfied customers 
will soon find someone else 
to bribe them. 

By the way, dissatisfac- 
tion is almost guaranteed if 
the benefits you promise to 
loyal customers can’t be 
provided. Getting the mar- 
keting database to work 
smoothly with the 
operations database is often 
the key to success with 
loyalty programmes - yet it 
is also one of the hardest 
things to achieve. 


Our new wider 
seats are so spacious 
you’ll hardly notice 
anyone next to you. 


PREMIER 

EUROPE 


The first thing the business traveller 
will notice when flying our new Premier 
Europe sen-ice from Heathrow to Ireland 
is the size of our new scars. 

The seats aren’t just wider, there are 
less of them in the newly reconfigured 
business cabin. This gives more space and 
comfort in which ro enjoy the exceptional 
new Premier Europe inflight service. 


This service includes new seasonal 
menus featuring fine food and wines 
complemented by china made exclusively 
by Waterford Wedgwood. 

With all this new found comfort, 
space and privacy, you could say Premier 
Europe is a service fit for a King. 


Aer Lingus 4k 


Premier Europe. 
Business in a class of its own. 


fet more deUtli o< our new Premier Europe lemke phone Aw ungut on (0781) 899 4747 or on CeffWik 064S 737 747 (maud* 
London) or contact yow IATA Ttovd Agent internee hnulMm aertwigu*je 


• Remember: you can’t 
escape. Once you have cre- 
ated a relationship market- 
ing programme, it’s very 

hard to back out of it with- 
out alienating the people 
who are, by definition, your 
most valuable customers. 
Even relatively small scale 

changes — such as the 
expiry dates for unused 
miles that US airlines intro- 
duced, or British Airways’ 
higher mileage qualifica- 
tions for the upper tiers of 

its frequent-flyer club - risk 
ill-wilL How much more 
damage would be caused, 
therefore, by a decision to 
close a programme alto- 
gether? So for, there are few 
signs of companies taking 
such a drastic step- But Mr 
Rosenfleld, the marketing 
consultant, believes that 
some poorly thought-out 
schemes are starting to col- 
lapse under the weight of 
high costs and poor results. 
This will present companies 
with a difficult choice: to 
soldier on with programmes 
that are not working; or to 
close them down. 

These are practical ques- 
tions that affect the design 
and operations of loyalty 
schemes. But there is also a 
bigger question in the back- 1 
gro und, mi* intimately £aml- ■ 
liar to any student of 
human nature. “In every 
relationship,” as the saying 1 
goes, “there is one who 
loves and one who is loved.” 
Companies may believe they 
have a relationship with 
their customers; but the cus- 
tomers may perceive things 
very differently. They may 
not be actively seeking to 
move away from their usual 
suppliers, but they may not 
have any real commitment 
to them. The companies 
that have managed to wiaicw 
relationship marketing 
work usually had a head- 
start: strong brand images, 
a product with a strong ser- 
vice component, a 
long-standing emphasis on 
customer satisfaction. Rela- 
tionship marketing can rein- 
farce such, qualities. It can- 
not be a substitute for them. 
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A good move by Dole on tax 


From Mr Oregory M. Davis. 

Sir. I was dismayed by 
your editorial re Bob Dole's 
tax plan (“Doleful plan for 
US taxes". August 6). You 
rightfully criticise the pres- 
ent political atmosphere as 
disgracefully negligent in its 
unwillingness to confront 
burgeoning entitlements. 
However, your comment 
that the lfl80s “supply-side 
experiments” were “disas- 
trous" belies your otherwise 
impressive wisdom. 

There is no question the 
1980s saw record deficits, but 


It is the greatest fiction of 
the modem press that t h is 
was the result of President 
Reagan’s tax cuts. In fact, 
federal tax revenues grew by 
24 per cent from 1982 to 1989, 
in contrast to the roughly 16 
per cent increase in the 
seven years since 1990. Rea- 
gan’s failure lay in his 
neglect of entitlement pro- 
grammes which grew at 
unprecedented speeds. In 
short, since 1990, two tax 
increases have been legis- 
lated, federal revenues have 
declined as a portion of gross 


domestic product, and eco- 
nomic growth has slowed. 

Any plan to reduce the 
deficit cannot succeed with- 
out sustained growth and an 
overhaul of entitlement 
spending. Government pol- 
icy cannot ensure a healthy 
economy, but it can give one 
a chance. Dole's proposal is 
a small step in the right 
direction. 


Diet factor 
in sporting 
prowess 


Gregory M. Davis, 
National Review, 

ISO Bast 33th Street, 
New York. NY 10016, US 


Allow Serbs vote in Mostar elections 


Front Mr Ale xander 
P. VuceUc- 

Sir, Your otherwise fine 
series of stories on the Mos- 
tar elections distort the situ- 
ation by omitting critical 
information. About 24,000 
Serbs were expelled from 
Mostar at the beginning of 
the war. A few thousand 
vanished In that exodus, but 
that is another story. 

There are 17,000 Serbian 
survivors who would like to 
return to their city, Mostar. 
These Serbs were not 
allowed to vote in the June 
30 Mostar elections- The per- 
functory offer of a few buses 
to bring 500 refugee voters in 
from Serbia for the day 
humiliated moderate Serbs 
who wish to support the 


peaceful evolution of Bosnia. 

The elections in Mostar 
are flawed, not because the 
Croats refuse to recognise a 
Moslem majority on the city 
council. They are flawed 
because these elections vali- 
date the expulsion of Mas- 
tar’s Serbian population and 
deny upwards of 20 per cent 
of it the right to vote. 

In thp upcoming Bosnian 
statewide elections, a similar 
distortion of the voting rolls 
is taking place with sanction 
by the great powers. Refu- 
gees residing in Croatia, 
Europe, and north America 
are encouraged to cast 
absentee ballots on Septem- 
ber 14. Yet, the 550,000 Bos- 
nian-Serb refugees residing 
in Yugoslavia are not 


allowed to vote. 

While not mentioned in 
the FT, this fact is well 
known in eastern Europe. 
De n ia l of Serbian refugees 
the right to vote discredits 
the peace process and 
encourages nationalists. 
Approval of this denial by 
the great powers undermines 
their moral authority. 

The great powers should 
encourage moderates to 
come forward in the peace 
process. How can Serbian 
moderates come forward to 
support the elections when 
their population is denied 
the right to vote? 


From Dr James Witchalls. 

Sir, The UK's poor perfor- 
mance at Atlanta is rightly 
being questioned. A lack of 
investment in excellent 
sporting facilities and sup- 
port for our young athletes 
is obvious and needs correct- 
ing. But there is more to it 
th an that. 

Our French cousins are 
reaping the fruits of such 
investment but they also 
thrive on a quality of diet 
unusual in Britain. This fact 
must surely contribute to 
the strength and vitality of 
their budding athletes. 
Chips, burgers, soft drinks 
and a tonnage of confection- 
ery second to none In the 
world may be the staff of 
champion couch potatoes 
but not athletes! 

By all means provide bet- 
ter facilities but this alone 
will not suffice. We must 
also do better in ensuring a 
higher quality of diet for our 
children than at present 
Cultivating health has 
always been more fruitfu l 
than treating symp t o ms of 
disease. 


Alexander P. Vncdic, 

64 Lakeview Road, 

South Salem, NY 10590, US 


James Witchalls, 
M addo x Farm, 

Little Bookham Street, 

Little Bookbam. 
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Economic plant and levy answer to tyre recycling problem 


From Mr Herbert Beoen. 

Sir, I was fascinated to 
read the articles by Andrew 
Baxter and Chris Tighe on 
your Business and the Envi- 
ronment page (“Wheels 
turned into 'reverse' ”, July 
24). There are to our know- 
ledge about 200 ideas thgt 
only need a few million 
pounds, dollars or something 
to get them to solve the tyre 
problem and make their 
investors instant million- 
aires. 

I have to tell them it isn't 
quite like that. You get a 
good idea. You put about 
£3m of your own and your 
colleague's money Into the 
project You find an organi- 
sation with experts in an the 


chemical and mechanical 
disciplines required, in our 
ca3e the Atomic Energy 
Authority. Then you spend 
five or six years on the neo 
essary research and develop- 
ment of a full-size plant 

At that point yon are 
again told by the doubters 
and talkers that recycling 1 
tyres can NOT be economic. 
What is economic? 1 would 
ask somebody what waste is 
“ economically^ disposed ot 
Domestic waste is not, hospi- 
tal waste is not, toxic waste 
is not Why should tyres be 
any different? 

In all thggg cases the pub- 
lic pays the bills in some 
way or another. Our recycl- 
ing equipment is truly eco- 


nomic with a very s mall dis- 
posal fee. 

A recycling levy on a tyre 
when the new one is pur- 
chased would solve the prob- 
lems, Many other European 
countries are already doing 
this. The technologies tor 
effective disposal are avail- 
able, including ours. 'Hie 
outlets are In existence and 
in a number of cases the 
Environment Agency - 
authorisations to run the 
plants are In place. 

I suspect that now is the 
time to Stop talking and act 
before the European Union 
or a high-profile tyre fire 
impose an unsatisfactory 
solution on the UK. 

We are concentrating our 


activities for out pyrolysis - 
system on countries where 
the public perception is that 
the care of the environment 
matters to them. Also, our 

full-size system has been 

work ing successfully cm 
tyres for many years. ~ ' 
Perhaps it is better to con- 
centrate on today’s products 
for today's problems rather 
than on Mae-sfeyresesrch - 
that might solve problems in 
the next millennium. 


Herbert Seven, 
chairman, 

Beven Recycling (UK), - 
Building 363, 

Curie Avenue, 

Harwell Laboratory, - 
Oxfordshire OXU, ORA, OK 
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A message 
from Mars 


Confirmation that life once 
GXteted on Mars would be the 
culmination of a 450-year voy- 
age of imagination and discov- 
ery. It was started by a Polish- 
bom priest, Nicolas Copernicus, 
carried forward by courageous 
thinkers such as Galileo and 
Darwin, and has irreversibly 
changed man’s perception of his 
place in the world. 

Copernicus’s theory, pub- 
lished after his death in 1543, 
seemed repugnant and implausi- 
ble to many scholars at the 
time. For he demoted the earth 
of men from the centre of the 
universe to the rank of a mere 
planet circling a fireball. Nearly 
a century later. Galileo was per- 
secuted by the church for 
expounding this theory. But 
Galileo's experiments under 
house arrest helped to establish 
beyond doubt that he was right 
and the Inquisition wrong. 

In recent years speculation 
has reached out far beyond the 
solar system, to galaxies and 
clusters of galaxies, each con- 
sisting or billions of suns and - 
perhaps - many millions of 
planets inhabited by creatures 
such as ourselves. Charles Dar- 
win and his followers showed 
that life could have evolved by 
chance and natural selection 
from a soup of simple chemicals 
into the godlike form of man. 
But did it? Until recently, this 
question seemed destined to 
remain one of the great myster- 
ies of nature: for however 


strong the theory, one cannot 
travel back in time to observe 
life actually emerging. 

However, if the fossilised cell 
found on a meteorite in Antarc- 
tica really did come from Mars, 
as is now believed, this would 
be powerful corroboration that 
life has evolved elsewhere in 
the universe. Unmanned space 
probes planned this year may 
find conclusive evidence one 
way or the other. Laboratory 
experiments on earth have 
already shown that the primi- 
tive constituents of life can 
farm spontaneously from chemi- 
cals. Advances in microbiology 
have proved that the simplest 
organisms can be far more 
robust than was once thought, 
thriving in salt, sulphurous 
gases and scalding tempera- 
tures. Microbes can also live for 
years in extremes of heat. 

Moreover, this year the exis- 
tence of planets round distant 
stars has been confirmed by 
observation for the first time. 
We may never touch or see 
green slime on a distant earth, 
but we can use radio telescopes 
to tune into their broadcasts. 
Ridiculous? The US Congress 
thought so three years ago 
when it stopped the funding for 
such a project. But scientists 
increasingly believe that there 
*s life out there and that some 
of it is intelligent. It is surely 
worth the price of a milterniini 
celebration - or a nuclear sub- 
marine - to find out. 


Handling Iran 


In the argument between 
western allies over how to han- 
dle states accused of sponsoring 
terrorism, there is a serious risk 
of diplomatic wires ‘ getting 
crossed to nobody's benefit. US 
legislation that would penalise 
non-US companies involved in 
energy deals with Iran or Libya 
is causing political and trade 
tensions. More fundamentally, 
the allies are again at odds over 
whether those states are demon- 
strably engaged in exporting 
terrorism. 

It is important that the issues 
are kept distinct as far as possi- 
ble. The legislation, coming 
after the Helms- Burton law to 
penalise trading with Cuba, has 
exacerbated longstanding fears 
about “extra-territoriality" - 
the use of US law to regulate 
other countries’ behaviour. 
European governments are 
right to object, and to prepare 
robust retaliation to protect 
their companies' legal interests. 

Whether they are also right to 
play the issue down, in the hope 
that President Bill Clinton will 
use his discretion to implement 
the new laws leniently, is more 
questionable. On the contrary, 
there is a real danger that in 
this election year, the adminis- 
tration may find its hand forced 
by public outrage over the (as 
yet unexplained) TWA airliner 
crash. US politicians. In any 
case, ore less concerned with 
the legal niceties than with a 
feeling that America's allies 


tend to put selfish mercantilist 
interests ahead of international 
security. 

He US its allies must 
now work harder to understand 
each other’s positions. At the 
core of the European case is the 
fact that US assertions about 
Iranis role in terrorism remain 
unproven. While there is little 
doubt that Iran, Libya and other 
countries have settled domestic 
scores through violence in west- 
ern' capitals, Washington has 
yet to demonstrate that either 
Tehran or Tripoli is at present 
engaged in a campaign of state 
t erro r against other countries. 
The Europeans also maintain 
their “critical dialogue" with 
Iran benefits all sides, including 
the US and Israel, by keeping 
communications open. 

US officials, meanwhile, are 
baulking at disclosing secrets 
about Iran to partners which 
are themselves in friendly con- 
tact with that country. But this 
gap should not be unbridgeable. 
The allies could fend off the 
charge of faint-heartedness by 
stating that they would approve 
concerted action against any 
country proven to sponsor ter- 
rorism. And Washington should 
back its case against “rogue 
states" by presenting its evi- 
dence as openly as possible. 

The US has more to gain from 
working with its allies against 
the terrorist threat than from 
punishing them with unaccept- 
able legislation. 


Clarke's test 


Mr Kenneth Clarke has always 
said he wanted to prove that 
prudence can be popular. After 
more than three years as UK 
chancellor, many have started 
to think that he actually 
believes this. His policies have 
not been a model of economic 
probity. But nor have they been 
deeply irresponsible - an 
achievement, given the political 
pressures on Mr Clarke to 
repeat the boom and bust mis- 
takes of the 1980s. 

The job. however, gets harder 
from now on. That is the main 
message or the Bank of 
England's latest quarterly infla- 
tion report. It is also the mes- 
sage of recent economic data 
and the unexpectedly poor state 
of the public finances. If the 
government's recovery in the 
polls continues, Mr Clarke will 
doubtless claim that his strat- 
egy has been vindicated. But 
autumn will provide a much 
bigger test of his convictions. 

On unchanged Interest rates, 
the Bank is even more doubtful 
than it was in May that the gov- 
ernment will meet its Inflation 
target of 2'., per cent or less in 
two years' time. The m ain rea- 
son for the greater pessimism is 
Mr Clarke himself, who over- 
ruled Mr Eddie George, the gov- 
ernor of the Bank, when ho ent 
base rates by a further quarter 
of a percentage point in June. 
The Bank thought the cut was 
unnecessary then and, to judge 
by the report, it believes the 
same thing today. 

The report Is less clear on 


how It now thinks Mr Clarke 
should proceed. Given his previ- 
ous advice, the governor ought, 
logically, to have recommended 
a rise in interest rates at last 
month's monetary meeting. The 
signs are, however, that he 
merely restated his disapproval 
of the June cut. deferring a real 
showdown with the chancellor 
until the autumn. 

This fudge will be another dis- 
appointment to those who were 
hoping that the Bank's greater 
visibility within the new mone- 
tary policy framework would 
make it more apolitical. But the 
reality is tbat Mr George has 
decided to save his firepower for 
the battles he can plausibly win. 

He has a strong case in resist- 
ing any further interest rate 
cuts. Growth in consumer 
spending has been accelerating 
since the start of the year, and 
looks set to continue. Likewise 
most see the stagnant manufac- 
turing sector recovering quite 
smartly in the coming months. 

Yet, while it is plausible to 
expect a recovery' la export mar- 
kets. and to expect producers to 
raise output, neither has hap- 
pened yet. The uncertainty 
means that Mr Clarke can prob- 
ably defer a decision on higher 
interest rates until the autumn, 
but not much beyond then. As 
he well knows, be might not 
have to raise interest rates sig- 
nificantly if be opted to raise 
taxes in the Budget. His party 
colleagues will want to avoid 
taking either medicine; a pru- 
dent chancellor cannot let them. 
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Now and then: the energetic Boris Yeltsin of six years ago (right) is now an exhausted leader after the gruelling election campaign (left) 

Tall order for a tired man 

Russia’s president will need all his powers of recuperation to 
push on with political and economic reform, says John Thornhill 


F ollowing Boris Yelt- 
sin's resounding re- 
election as Russian 
president last month, 
some of the country’s 
finest poets turned their minds to 
composing a celebratory ode for 
tomorrow’s inauguration cere- 
mony in the Kremlin. 

It has not been easy. Critics 
panned the official version glori- 
fying the president of a “great 
and majestic” Russia carrying 
"the light of freedom to the 
world". Even one of the presi- 
dent’s aides complained about 
such “monstrous bombast" and 
the whole idea has since been 
quietly dropped. 

The poets' mental block has 
perhaps been caused by the diffi- 
culty they - and all other Rus- 
sians - have in deciding whether 
Mr Yeltsin’s inauguration marks 
the start of a more hopeful chap- 
ter in the country's history, or is 
merely the inconclusive epilogue 
of its recent, painful past Captur- 
ing the mood of a nation grown 
weary of the present and still 
wary of the future is poor mate- 
rial for heroic odes. 

As Mr Igor Kon, a Russian soci- 
ologist, recently wrote: “Under 
Soviet rule. Russia was the mast 
hypocritical country in the 
world. Now, it is the most cyni- 
cal." 

Mr Yeltsin’s actions since 
being re-elected on July 3 have 
hardly inspired confidence that 
the president is capable of carry- 
ing the “light of freedom”, let 
alone pressing ahead with eco- 
nomic reform. 

For the past month, the 55- 
year-old Mr Yeltsin has been 
secluded in a suburban sanato- 
rium, appearing only rarely and 
briefly on television. His aides 
concede the president is still suf- 
fering from “colossal tiredness" 
following the election campaign. 

Mr Yeltsin appears a pale 
shadow of the man who was vig- 
orously dancing with young vot- 
ers just three months ago. Many 
observers now openly doubt that 
he will live long enough to serve 


out his four-year term. His early 
death would spark a fierce strug- 
gle for the succession and pres- 
age further political instability. 

But the president has shown 
remarkable powers of recupera- 
tion before, and he may yet steel 
himself once again for the politi- 
cal fight after a prolonged rest. 
As the French president Francois 
Mitterrand proved, sick men 
drugged on the stimulant of 
power and a sense of their impor- 
tance in history can endure far 
longer than the actuaries would 
suggest 

The president's closest aides 
insist Mr Yeltsin is still in “won- 
derful intellectual form" and is 
determined to win his place in 
history as a great reforming 
leader, alongside the 18th-century 
Tsar Peter the Great who 
dragged Russia screaming into 
the modern world. 

They claim Mr Yeltsin’s com- 
petitive nationalist instincts were 
fired by a trip to China this 
spring when he saw how far that 
country was forging ahead of 
Russia in building a modem 
economy and attracting billions 
of dollars of foreign investment. 
Mr Yeltsin has a mission to 
restore Russia to the ranks of the 
world’s great powers. 

But when Mr Yeltsin returned 
to the Kremlin on Tuesday to 
prepare for his inauguration he 
was immediately faced with an 
in-tray stuffed with more mun- 
dane and seemingly intractable 
challenges. 

The most alarming was the lat- 
est eruption of fi g ht in g in the 
southern breakaway region of 
Chechnya which threatens com- 
pletely to overshadow the Inau- 
guration ceremony. A shaky 
ceasefire agreement, signed in 
the Kremlin before the elections, 
was blown apart this week as 
separatist fighters launched a 
ferocious assault on the regional 
capital of Grozny, killing dozens 
of federal troops and civilians. 

Unless Mr Yeltsin is prepared 
to countenance a humiliating 
withdrawal, it is not easy to see 


how the conflict can be quickly 
resolved. 

Continued fi ghting in Chech- 
nya will not only be a recurring 
nightmare for Russia’s shambolic 
army. It Is also likely to have 
profound political repercussions; 
it will aHftyia+o liberals who reluc- 
tantly backed Mr Yeltsin in the 
presidential elections and anta- 
gonise foreign governments on 
whom Russia is still dependent 
for financial support 

T he nianghter of young 
conscripts will again 
become an emotive 
rallying cry for the 
communist opposi- 
tion. which still holds sway in 
Russia’s parliament despite its 
defeat in the presidential elec- 
tions. The communists retain the 
power to block the formation of a 
new government and frustrate 
much of Mr Yeltsin’s legislative 
agenda. 

Since the elections. Mr Yeltsin 
has adopted a conciliatory 
approach towards the commu- 
nists, hinting that he may 
include some of their representa- 
tives in his new administiation. 

But the communists are trying 
to regroup their forces in a mare 
broadly-based National Patriotic 
Union and may not be willing to 
co-operate. At its founding con- 
gress yesterday, the leaders of 
the union seemed set on adopting 
a confrontational stance. 

Mr Yeltsin’s team can ill afford 
to get drawn into a legislative 
quagmire in parliament given the 
decisive steps they need to take 
to stabilise the volatile economy. 

To avoid a budgetary crisis 
later this year, the government 
must move fast to increase fed- 
eral tax revenues. They reached 
only 63 per cent of their targeted 
level in the first six months of 
the year. 

At the same time, there will be 
great demands on Mr Yeltsin to 
deliver on many of his lavish pre- 
election spending promises. Rus- 
sia’s coalminers are already 
threatening a national strike. 


demanding that their delayed 
wages be paid in fuD. And many 
troubled Russian banks are 
pleading to be balled out. 

Hard-pressed regional gover- 
nors are also likely to scream for 
more cash before they are forced 
to contest important regional 
elections this winter. 

The International Monetary 
Fund, which is backing Russia’s 
economic reform programme, has 
already indicated its concern 
about the budgetary situation by 
delaying the disbursement of last 
month’s tranche of a $l0.2bn 
(£6.6bn) loan. Russia’s fledgling 
capital markets are also suffering 
some post-election nerves, fur- 
ther complicating the govern- 
ment’s financing - options. 

In order to push his team for- 
ward to aiMwwi these problems, 
Mr Yeltsin will have to demon- 
strate considerable vigour. He 
will need all his legendary cun- 
ning to keep his ambitious subor- 
dinates - and potential succes- 
sors - under controL 

Mr Victor Chernomy rdin , who 
is likely to be confirmed as prime 
minister soon after the presiden- 
tial inauguration, has barely con- 
cealed bis antagonism towards 
Mr Alexander Lebed, the former 
general and presidential candi- 
date recently appointed as 
secretary of the infl uential Secu- 
rity CoundL 

The danger is that the two men 
will spend more time scrapping 
with each other than directing 
their energies towards a common 
goal, especially if Mr Yeltsin 
fades from the scene. 

These problems may appear 
daunting to an old and ailing 
man, but Mr Yeltsin can draw 
comfort from the knowledge that 
he has been through far worse. 

The economy may still be in a 
fragile state but many of the big 
battles have already been waged 
and won. The government has 
privatised swathes of state-owned 
industry and largely liberalised 
its foreign trade regime. Under 
the central bank’s rigorous guid- 
ance. the monthly inflation rate 


has been cut to just 0.7 per cent 
in July and the rouble has been 
held steady. 

As long as that firm monetary 
grip is maintained, Russia could 
soon enter a virtuous circle of 
fallin g interest rates, increased 
investment, and the first real eco- 
nomic growth this decade. An 
expanding economy would con- 
siderably ease the social strains 
that are still racking Russia. 

In a sign that he is serious 
about pursuing a reformist 
agenda, the president has already 
appointed Mr Anatoly Chubais as 
head of his presidential adminis- 
tration, which helps both to 
devise and to supervise govern- 
ment policy. 

One of the main architects of 
Russia’s economic reforms and a 
skilled administrator, Mr Chu- 
bais could play a critical role in 
driving through needed changes. 

Mr Yeltsin also appears to be 
forming a government of mainly 
reformist hue having already 
purged his entourage of its most 
reactionary dements before the 
second round of the presidential 
elections. These ministers may 
not share the "market romanti- 
cism” of early economic reform- 
ers but they could prove all the 
more pragmatic for their lack of 
idealism. 

When he emerges in the Krem- 
lin for his inauguration. Mr Yelt- 
sin may reflect on the events of a 
century ago when the young 
Nicholas Romanov was crowned 
Russia's last tsar in a glittering 
ceremony in 1896. 

The early years of Nicholas Il's 
reig n were filled with promise as 
the economy grew stro n gly and 
the country made halting steps 
towards establishing a less 
authoritarian political regime. 
But all was destroyed in ill- 
conceived wars which ultimately 
sparked the communist revolu- 
tion. Russia's modern-day tsar 
will want to be remembered for 
his political and economic 
reforms, rather than see his 
achievements tarnished on the 
battlefields of Chechnya. 
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Bounced 

Czechs 

■ A row over mono' has taken 
some of the fizz out of the 
Olympic spirit among members 
of the Czech team of athletes 
who wan 10 medals between 
them in Atlanta - four gold, 
three silver and four bronze. 

Athletes were promised before 
the Games that they would 
receive Kcs600J)00 for every gold 
medal won. Kcs3SO.OOO for silver 
and KcsSSOJXX) for bronze. Their 
unexpectedly high medal haul 
landed the Czech Oljmxpic 
Committee with a bill for 
Kcs4.45m. 

But canoeist Martin Doktor. 
who won two golds, has been 
told by an embarrassed COC 
that he will get only Kcs300,00Q 
for his second medal. The 
committee doesn’t have enough 
money to give everybody their 
fiill prizes, according to a 
spokesman, because sponsors 
foiled to come up with aD the 
money they promised. 
Comparisons have been made 
with the largesse bestowed upon 
the Czech football squad alter it 
reached the final of Euro 96. The 
footballers got Kcslffm each for 
their efforts. 

Newspapers are clamouring 
for Doktor, who says getting to 
(he Games cost him Kcs4S0JX)0. 
to bo given his due. The daily 
Mlada Fronts Does pointed out 


bow the communist-era squads 
were all treated with scrupulous 
even -handedness, in the spirit of 
socialist brotherhood. 


Chinese puzzle 

■ The fluency or “green” 
campaigners can often be halted 
with one question: what should 
be done about C hina? Pressure 
groups are often torn between - 
wanting China to curb its 
burgeoning pollution, and 
hesitating at putting obstacles In 
the path to prosperity for some 
of earth’s poorest people. 

Greenpeace Business, a 
newsletter from the 
environmental group, 
exemplifies this rinptnrrm “The 
Greenpeace goal Is that the 
people of China would share the. 
benefits of a clean environment 
without forfeiting necessary 
development and attainment, of 
decent standards of living for 
their people." 

Ah so. And how will this he 
done - particularly on the 
energy front? The newsletter, 
which has been controversial 
within Greenpeace for 
recommending "dialogue" with 
big business, is equivocal. 

On the one hand, it taTkq of 
chatting with local Chinese 
officials about the production of 
"ozone-friendly" fridges. Fine - 
most Chinese do not have a. 
fridge, but if people are going to 
buy one. no bad thing if it is 


ozone friendly. It is a shame that 
Greenpeace does not ten us 
whether their preferred brand 
costs any mare. 

On the other hand 
Greenpeace, fresh from its 
triumph in preventing Shell 
scuttling the Kent Spar oil 
platform at sea, is of course 
reluctant to surrender its 
favourite role of David against 
Goliath. In the same article, it 
duly recounts the tale of how 70 
Chinese soldiers boarded a 
Greenpeace ship protesting 
agahst nuclear testing. 

For aD the discussions and 
roundtables, the suspicion is 
that green organisations will 
continue to find their power 
base depends on co n fro n t a tion 
rather than consensus. 


Indi-ah 

■ If yon marry the half sister of 
Jemima Goldsmith, Sir Jimmy's . 
daughter, you can’t really expect 
to avoid the attentions of the 
goBBtes. 

So Francis Pike. who works in 
India for Hong Kong-based 
investment bank Peregrine 

Securities, no doubt takes a 
sanguine view of his cameo role 
in the August issue of British 
Vogue. 

The focus of the article is his 

spouse, India -Jane BIrley, an 
artist who chats with Jemima 
regularly to "compare notes on 
the dramatic changes that their 


husbands have brought to their 
lives”. The pair live in a “light 
airy” fiat in downtown Bombay 
that sounds achingly comma it 
fata. "In the cooler season they 
sit on the veranda to eat 
breakfasts of papaya and 
breadfruit and crispy American 
bacon, to talk and entertain or 
play backgammon." 

While India-Jane was engaging 
In "several lengthy love affairs” 
after bar first marriage had 
ended, “Francis was busy 
mahrmy his fortune in Asia". 

One wonders what his Hang 
Kang bosses win make of the 
next sentence about Ills 
describing himself as a 
" fina n ci a l speculator”- There are 
few parts of the world where it is 
wise to label oneself thus. Even 
in Bombay's increasingly heady 
c l i m a te , it may raise a few 
eyebrows. 


Minority interests 

■ It seems, from yesterday's ' 
government report on ethnic - 
minorities in Britain, that the 
country's future cricket success 
hes in the hands of its Pakistani 
and Bangladeshi communities. 
Men from these ethnic groups 
are three times as Ukaly.to play 
cricket as those from any oths-. 
The only leisure activity 
pursued with passion by - 
everyone is TV. 

Alas, synchronised watching is 
not yet an Olympic sport 



100 years ago 


Chili Telephone 
The ordinary general meeting 
of the Chili Telephone Com- 
pany was held yesterday in 
the City of London under the 
presidency of Mr. George 
Keith, chairman of directors. 
The chairman said the busi- 
ness of the company had 
made considerable progress in 
the past year. The gross reve- 
nues had increased over li 
per cent on the previous year, 
and the number of subscrib- 
ers had increased by 287. On 
the other hand, the genera] 
expenses showed a mark ed 

reduction. The net profit for 

the year was £8,551 as against 
£6,013 in the previous year It 
was proposed to pay a divi- 
dend of 4 per cent per annum. 


-V AUUA UUiCl OXiC 

of Barclays Bank (Canac 
have resigned from the 1 
because of “a difference 
opinion with the parent 
totion in England on. fur 
mental policy." it Is stat 
financial circles in Mont 
toat the crisis arose ovei 
g ran ting of a loan to bin 
Canada’s largest industr 
Jor the purpose of expan 
nis business. As a result 
the refusal, the industrL 
transferred his account i 
another bank, which gra 
him a l oan- • 
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On-board electronics will access the Internet 

IBM, Mercedes in deal 
to develop car systems 


By John Griffiths 

International Business 
Machines, the world's largest 
computer group, and Merced- 
es-Benz of Germany are collab- 
orating to develop vehicle elec- 
tronics networks that will 
manage mechanical functions 
and provide access to the 
Internet 

The companies said the 
integrated electronics for 
trucks and cars would use net- 
work computing concepts to 
access the Internet, satellite 
navigation systems, tragic and 
other data to be provided by 
future “intelligent'' informa- 
tion highways and even e-mail 
and fax transfers. 

The same electronics net- 
works would simultaneously 
be capable of controlling 
engine functions, transmis- 
sion. lighting and most other 
operations within the vehicle. 
Mercedes-Benz said yesterday. 

The collaboration takes IBM 
into In-vehicle computing 
systems for the first time. It 
has previously worked closely 


with Mercedes on vehicle man- 
ufacturing systems. 

The partners claim that the 
electronics networks will lead 
to si gnifican t time and cost 
savings in the design, develop- 
ment and production of new 
cars by using standardised 
hardware which would not 
require changing through suc- 
cessive model generations. 

Although existing automo- 
tive electronics can perform 
these tasks Individually or in 
groups, the EBM-Marcedes part- 
nership will create an inte- 
grated control system, com- 
prising modules with 
standardised Interfaces that 
can be configured quickly and 
cheaply for a broad spread of 
applications. 

“As a result Mercedes-Benz 
will not have to develop a new 
electronic systems for each 
new automotive model. 
Instead, we shall be able to 
reuse components from model 
to model, reducing costs and 
speeding the design and manu- 
facturing process", said a 
spokesman. Although Merced- 


es-Benz win be ihe initial bene- 
ficiary of the project, both the 
German car nqiftpr and ihm 1 
expect the systems to be 
widely adopted by other 
vehicle makers. 

The collaboration, the first 
involving automotive compo- 
nents between the two groups, 
has been under discussion for 
months, with agreement 
reached at a meeting between 
Mr Helmut Werner, Mercedes' 

ahaft-TTwin , and Mr T-mrtc Ger- 
stner, IBM's chairman and 
chief executive, during the 
Olympic Games in Atlanta. 

Existing component suppli- 
ers to both companies - 
including Robert Bosch and 
Siemens in the case of 
Mercedes-Benz - are expected 
to be involved with the devel- 
opment programme. The first 
cars featuring the Jointly 
developed technology are 
unlikely to appear until early 
in the next century. The proj- 
ect will be based in southern 
Germany, where both Mer- 
cedes and IBM have research 
and development facilities. 


Brazil plans to bail out 
debt-laden state banks 


By Jonathan Wheatley 
in Sao Paulo 

Brazil yesterday unveiled a 
plan to restructure the coun- 
try’s debt-burdened state 
banks in a move seen as part 
of an assault on mounting pub- 
lic sector debt. 

The initiative, in the form of 
a presidential decree, could 
end an impawn over the future 
of Banespa, the Sflo Paulo 
state hank, which has 
advanced about $l8bn in now 
doubtful loans to the state gov- 
ernment. its controlling share- 
holder. Other state-controlled 
banks have bad loans of up to 
$3bn each. 

The decree allows the fed- 
eral Treasury to provide funds 
to help Brazil’s 27 state gov- 
ernments privatise their 
hanks, or liquidate them, 
transform them into develop- 
ment agencies or merge them 
with other banks. It also 
allows the Treasury to take 
over debts owed by state gov- 
ernments to their banks and, 
in some cases, provide other 


financing to save the banks 
from closure. 

Mr Pedro Mai an. finance 
minister, said the move would 
eliminate "a source of pres- 
sure" on the country’s 
finances by reducing the pres- 
ence of state governments in 
the banking industry. 

A finance ministry spokes- 
man said it was not possible to 
estimate how much money the 
Treasury would spend on the 
programme as this would 
depend on Individual requests 
for assistance from state gov- 
ernments. The Treasury would 
finance the programme by 
issuing bands and passing the 
hinds raised to state govern- 
ments; the cost of the pro- 
gramme would be limited to 
capitalisation costs. 

The ministry stressed that 
while the new measures would 
increase the level of federal 
debt, they would cut total pub- 
lic debt by helping to end past 
practices by which state gov- 
ernments borrowed indiscrimi- 
nately from their banks. 

The banks were often used 


by their controllers to finanrw 
lavish public spending pro- 
grammes. Their financial prob- 
lems increased with the intro- 
duction of a stable currency in 
July 1994, which cut easy earn- 
ings from hi gh inflation. 

Mr Malan said the initiative 
was part of wider efforts to cut 
public debt by privatising state 
assets. Several state govern- 
ments have begun privatising 
managp mont of highways and 
other services - Sfio Paulo 
state is preparing to sell elec- 
tricity assets worth an esti- 
mated $20bn. 

Sac Paulo reached an agree- 
ment with the finance minis- 
try last year under which the 
federal Treasury would 
assume half its debt with 
Banespa in exchange far assets 
including railways and air- 
ports. Since the agreement was 
reached, however, unpaid 
interest has increased the 
state’s debt from $l5tm to 
?18bn. 

Mexico counts the cost of sell- 
offs, page 15 


Germany 
in barbecue 
campaign 
to lure beef 
defectors 

By Judy Dempsey in Bonn 
German fanners will today 

resort to a new tactic in 
attempts to convince the coun- 
try’s consumers that beef is 
safe - holding barbecues. 

At 50 parties, farmers will 
bring their own produce to be 
barbecued, and local people, 
for a “nominal" fee, will be 
encouraged to talk about meat 
and savour the sirloins. 

The campaign will open in 
the north German resort of St 
Peter-Ording in Schleswig- 
Holstein, near Husum, where 
farmers last week burned the 
UK flag in protest against the 
continuing controversy over 
BSE. or mad cow disease. 

The get-togethers, each to 
cost about DM5,000 ($3,378), 
are being organised by Ger- 
many’s Farmers' Association 
(DBV) and the Central Market- 
ing Board of the agricultural 
industry (CMA). They are 
reacting to the sharp fall in 
beef consumption - high- 
lighted again yesterday by the 
release of a study by the 
respected AHenbacher opinion 
poll institute. 

It found more than half the 
population had changed eat- 
ing habits since March when 
the BSE crisis began, with 15 
per cent of Germans refusing 
to eat beef and 38 per cent 
eating far less. 

More worrying is that 
women, who tend to make the 
shopping and cooking choices, 
have deserted beef in greater 
numbers than men. More than 
58 per cent of women have 
changed their eating habits 
co mpared with 47 per cent of 
men, and 17 per cent of 
women refuse to eat beef com- 
pared with 13 per cent of men. 

“The Germans want to 
know where the beef is com- 
ing from." said Mr Bernhard 
Lflike Entrap, a DBV spokes- 
man. “Maybe when they see it 
is locally produced, they wQl 
be convinced German beef is 
not only safe but also deli- 
cious.” 

Since March, beef farmers 
have been receiving between 
DM200 and DM300 less than 
before for each animal slaugh- 
tered; they hope an increase in 
consumer demand will lead to 
a recovery in prices. “We 
really are hoping this win be 
one of the ways to win back 
the consumer," said Mr Man- 
fred Hauser of the CMA. 


the lex column 


France proposes substantial cuts in public spending 


Continued from Page 1 

August holiday, during which 
confidential objectives were 
set for expenditure levels in 
each of the different ministries 
for 1997. More detailed infor- 
mation on the budget will be 
circulated during September. 


The Matignon said that, in 
spite of the cuts, the govern- 
ment was committed to ensur- 
ing that priority would remain 
on areas of spending that 
helped employment, the most 
disadvantaged and a restruct- 
uring of the education, defence 
and justice systems. 


Mr Alain Lamaasoure. the 
budget minister and govern- 
ment spokesman, said the 
reductions would entail a 
reduction of 5500-7.000 public 
sector workers, largely 
through not replacing those 
who retired. 

The prospects of such cuts 


have raised fears that social 
unrest could be triggered in 
the autumn, notably In the 
school and university system 
which is likely to be hit 
The socialist opposition said 
the new budget would hurt 
growth and increase unem- 
ployment. 


FT WEATHER GUIDE 


Europe today 

Sunny periods are expected In the 
Benelux. France and northern 
Spain. Rain is likely near a frontal 
rone from southern Scandinavia to 
Austria. Switzerland will be rather 
cloudy. Spain wiU be sunny 
although there wHI be some 
showers In the north. Italy. Greece 
and Turkey will have a lot of sun 
but showers are likely In the 
Balkans. Showers win occur 
around the Black Sea. Russia will 
be partly cloudy. Scandinavia will 
be fair with abundant sun over 
Norway and some cloud over 
Sweden and Finland. 

Five-day forecast 

More cloud end rain will approach 
the British Isles and western 
Europe. This band of rain win 
move east towards Poland during 
the weekend. High pressure over 
Scandinavia will expand towards 
Russia. Southern Europe and 
northern Africa will stay sunny. 
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TODAY'S TUPGRATIffiBS 


Situation at 12 GMT. TampamSurws maximum for day . Forocasa tty Mateo Consult afthe Nnttwiands 


Abu Dhabi 

Accra 

Algiers 

Amster da m 

Athens 

Atlanta 

B. Aires 

a ham 

Bangkok 

Barcelona 


Maximum 
Cefaiua 
sun 45 
far 29 
sun 31 
fair 21 
sun 33 
shower 32 
ttxind 11 
cloudy 21 
shower 33 
3un 27 


Bw«n 

Bermuda 

Bogota 

Bombay 


CJwgsn 

Cairo 

Gape Town 


sun 32 
rata 19 
sun 24 
rain 24 

shower 28 
tftund 19 
rain 31 
fair 22 
cloudy 23 
fair 21 
aun 35 
sun 19 


Caracas 

Cardiff 

Casablanca 

Chicago 

Cologne 

Dakar 


DsN 

DiM 

Dublin 

Dubrovdfc 

Edinburgh 


fair 31 
cloudy IB 
aun 25 
sun 28 
fair 22 
lair 31 
fair 35 
shower 33 
am 42 
rain 19 
fair 29 
cloudy IB 


Faro 

FmMuR 

Geneva 

Gibraltar 

Glasgow 

H a mb u rg 

HeWnW 

Hong Kong 

HonoMu 

Istanbul 

Jakarta 


sun 26 
fair 24 
fair 26 
sun 30 
cloudy is 
rata 23 
fair 22 

fak 32 
fair 32 
aun 28 
fair 32 
fair 19 


Madrid 

Majorca 

Malts 

Manchester 

Manta 

Meboume 

Mexico City 

Miami 

MBan 

Montreal 

Moscow 

Munich 


More and more experienced travellers 
make us their first choice. 


Lufthansa 


Karachi 

fair 

32 

Nakotf 

Kuwait 

sun 

47 

Naples 

LAngotes 

LasPstatss 

sun 

fair 

29 

27 

Nassau 

NfawYorit 

Lima 

fair 

20 

Moo 

Lisbon 

Ota 

25 

Nicosia 

London 

doudy 

22 

Oslo 

Luxiiourq 

fair 

22 

Paris 

Lyen 

fair 

26 

Perth 

Madeira 

tat 

25 

Prague 


sun 33 
sun 30 
aun 33 

cloudy 20 

shower 34 
shower 14 
fair 22 
fair 33 
fa* 28 
shower 31 
fair 17 
cloudy 22 
fair 29 
But 31 
fair 32 
fak 30 
fair 27 
sun 36 
fak 22 
fair 2S 
fair IS 
rain 22 


Rangoon 

Reykjavik 

Ffio 

Roms 

A Ftsoq 

Seoul 


Strasbourg 

Tangier 
Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

WsBngton 

Winnipeg 

ZUrleh . 


rata 29 
rata IS 
sun 25 

SUP 31 

Sun 24 
fair 32 
shower 32 
fair 22 
lair 25 
■ . sun IS 
sun 26 
sun 33 
s hower 28 
fair 29 
fair 22 
fair 26 
rain 20 
cloudy 20 
fair 31 
rata 12 
fair 23 
fair 23 


Stet’s wrong number 


The good news is that the Italian 
government has ended years of pro- 
crastination over selling its Stet 
stake. The bad news Is that it has 
wasted the opportunity to alter the 
telecoms group's convoluted struc- 
ture before the sale. No wonder 
Stet's shares foil 4 per cent yester- 
day. After all, the government did 

not even mention the possibility of 

merging Stet with Its Telecom Italia 
subsidiary, which would have 
stripped out substantial costs and 
reduced Stet's 35 per cent discount 
to net asset value. 

Still, the fim p ngsg of the govern- 
ment’s proposals was hardly sur- 
prising. And at least, by setting a. 
timetable for selling Stet’s publish- 
ing business , the government 
should be able to create sufficient 
momentum to overcome resistance 
to throwing out other peripheral 
assets such as telecoms manufac- 
turing before selling the state’s 64 
per cent stake. This will undoubt- 
edly create shareholder value - a 
highly desirable precedent. 

However, probably the greatest 
concern for potential investors in 
next year's Ll6,000bn ($l0bn) Stet 
share sale, is the government’s 
intention to form a nocdolo dura, 
or hard care of shareholders, for 
Stet. This rekindles memories of the 
Banca Conunerclale Italiana and 
Credlto I tali an o privatisations. 
Milanese merchant bank Medio- 
banca and ha allies took control of 
both hanks and minority sharehold- 
ers have had a horrible ride ever 
since. And guess what? Mediobanca 
happens to be a key adviser on the 
Stet sale. 

Standard Chartered 

Standard Chartered's recovery 
has been spectacular; in 18 months 

the shares have outperformed the 

market by more than 100 pa cent. 
And there was nothing in yester- 
day's interim results to suggest this 
is overdone; a thumping 31 per cent 
increase in trading profit is respect- 
able by any standards. Why, then, 
did the shares foil 2 per cent? 

Doubtless profit-taking is one rea- 
son. Bat if investors want to take 
profits, it is partly because they 
take too tattle Englander a view of 
this stock. Compared with UK 
banks - with which Standard has 
I nothing other than an address in 
common - a prioe/eamings multiple 
of 12 times this year’s earnings may 
look racy. But by the standards of 
Aslan banks it is anything hut. 
Moreover, UK Investors seem to 
have been unnerved by Standard’s 


FT-SE Eurotrack 200: 
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warning that, although it win keep 
its cost-income ratio foiling, it plans 
to spend more money expanding its 
business. In mature banking mar- 
kets like the UK, such a sin- 
gle-minded investor focus on. cost- 
cutting is justified. Bat Standard’s 
situation Is fundamentally different; 
It enjoys a remarkable franchise in 
fast-growing markets. Frankly, if 
new investment can yield anything 
like Standard's current 28 per cent 
post-tax retu rn on equity, file more 
it invests the better. 

GKN 

Two years ago sluggish automo- 
tive markets would have stopped 
GKN hi its tracks. But the timely 
purchase of Westland, the helicop- 
ter maker, and the rapid develop- 
ment of its Chep pallet hire busi- 
ness have transfonned the group. 
As a result, first-half earnings grew 
14 per cent at a time when car pro- 
duction was flat in Europe and foil- 
ing in the US. 

Prospects look promising. Deliv- 
eries of armoured cars and helicop- 
ters will accelerate in the second 
half and Westland has a £4bn order 
book stretching to 2003, even exclu- 
ding lucrative support work. Chep 
is growing at 15-20 per cent a year 
and faces no serious competition. 
There is a huge opportunity to 
expand geographically and into new 
products such as plastic crates 
which could replace cardboard 
boxes and polystyrene packaging. 
Even the automotive division has 
potential in the US to Improve mar- 
gins - probably half the 9 per cent 
the group manages in Europe - and 
to move into areas such as press- 
ings and fabrications. Those oppor- 
tunities, particularly capital-hungry 


Chep, w01 swallow a good part of i 
CRN’s £252m of net fund s. But, 
given strong cash generation, the 
group will have the firepower to 1 
fn fcp part in any restructuring of 
the European defence industry or 
buy out Brambles, Its joint venture 
partner in Chop, if the opportunity I 
arises. The shares stand at a slight ' 
prioe/eamings premium to the mar- ; 
Ret average, having doubled in the i 
past two years. Today’s less cyclical ! 
GKN r*" easily sustain such a rat- i 
tag. I 

UK inflation j 

Here is an intriguing fact; accord- j 
tog to the Bank of England, infla- 
tion expectations implied, by three-, 1 
five- and 10-year gflt prices have 
fallow ginw> the chancellor contro- 
versially cut Interest rates in June. 
Still, Mr Kenneth Clarke would be 
unwise to conclude that investors 
share his cheerful confidence that 
inflation is under control- Rather 
the debate has moved on. Pew 
doubt that this chancellor is 
playing politics with the economy; 
the real question is how decisively 
the next government will move to 
clear up mess. And if gilts are 
anything to go by, investors' scepti- 
cism on this score is gradually 

^iwi niching . 

Even so, it would be unwise to 
underestimate the scale of the task 
the next government will face. It 
could still be the best part of a year 
until the next election - plenty of 
time for the current boomlet in 
domestic demand to gather pace. 
And whatever the Bank may hope, 
the odds must be on further loosen- 
ing of both fiscal and monetary pol- 
icy in the meantime. While tha . 
Bank is doubtless right, the refore, 
that a small precantionary interest 
rate rise now would be a good Idea, 
its warning that a bigger rise will 
otherwise be needed later is more to 
the point. So is its well-founded 
worry that fiscal policy will have to 
be tightened too. 

Of course, if the argument 
between the chancellor and the 
Bank boiled down to a matter of a 
quarter-point on rates, it would not 
matter too much. The real debate - 
whether the current objective of 
policy should be to stoke up or to 
cool off the strength of consumer 
demand - is more fundamental. 
Worse, the friction looks set to 
grow, either because the chancellor 
cuts rates or taxes further, or 
because evidence of a boomlet blos- 
soms. For gilts, such growing ten- 
sion looks an unnerving prospect. 
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Christiania falls 
at operating level 

First-half operating profits fen sharply to ' 
NKrLLlbn ($173m) from NKrl.82bn at Christi- 
ania Bank, Norway’s second largest banking 
group, because of a drop in. the level of gains 
achieved by writing back provisions 
loan losses from tho early 1990s crisis. Underly- 
ing earnings were significaixQy stronger, bnoytd 
by the robust Norwegian economy. Page 14 . ■ * 


Abzo. the Dutch chemicals pharmaceuticals 
group, painted to a decline in Europe's tmrtQas 
industry as the main reason for a 4.4 pea: cent _ 
fell in the group’s second-quarter net profits- ' 
Page 14 

Stora upbeat 4— pll » faffing profits 

Store, the Swedish forestry products group, held 
out the prospect of an end to the sfamp.in the 
sector, saying, that orders upere increasing again 
and prices for most paper grades had reached 
bottom. Half-year profits tumbled 60 per cent 
from SKrLlbn to SExUBbn (S243m) - about 
SKrSOQm below market forecasts. 

Page 14 . 


Dresdner rises 44% in first half 


YPf boots toro oe ots flu oooond quarter 

Hi^ier crude all prices and an improv ed pe rfor- 
mance byits Maxns subsidiary helped'yPF, 
Argentina’s hydrocarbons group, achieve better 
thaw ea mects d p ' w ifl lM rtf pMm, 

n wr g ln aTly aboVB tho pIPm in fhA wmw period 

last year. Page 15 
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By Andrew FMwr in Derfki 

Dresdner Bank' of Germthy 
raised operating pandits 44 per 
cent to DMX.42ton ($96G&0 te 
the first half of 1996 with file 
i help of- buoyant securities 
business and a strong first- 
time co ntribu ti on flnm Klafo - 

■wcert Benson, the UK invest- 
ment bank acquired last year. 

Tha result, wlfinh iv mijMf flrt 

with BM984m a year earlier, 
was above expectations, but 
Mr Jttrgen Sarrazin. chairman, 
said the growth rate would not 
be sustained. However, a 
"marked increase" - well over 
10 pet cent V was' expected fine 
the Join year. J 1 
Commenting cm speculation 


German bank lifted by securities arm and 
first-time contribution from Kleinwort Benson 


about German banking merg- 
ers, he said it was hard to 
imagine takeovers by the 
country’s big banks. Allianz, 
the insurer which owns about 
20 per cent of both Dresdner 
and the smaller Bayerische 
Hypotheken-irad Wechsel- 
Bank, bad put no pressure on 
the two to merge and no talks 
were bring bald. 

But he expected further 
restructuring by German 
banks, especially to cut costs 
and Improve service. About 
200 of Dresdnerto 3*200 domes- 


tic branches would open late 
from November, when longer 
shopping hours began. Dresd- 

ner WOUld do t his mainly with 

part-time staff; it did not 
intanii to pay a premium for 
late working. 

Net Interest Income rose B 
per cent to DMMbn, with com- 
mission profits 46 per cent 
higher at DMLSbn. helped by 
strong securities and mutual 
fund business. The integration 
of Kleinwort Benson 
accounted for more than half 
the commission increase. 


Mr Sarrazin said Kleinwort 
Benson's first-half operating 
profits were about the same as 
in the whole of 1995. 

Its pore-tax return on equity 
was 20 per cent, the same as 
that of the whole Dresdner 
Bank group, against 14.4 per 
cent in the first half of last 
year. 

Dresdner’s own-account 
trading profits were 17 per 
cent higher at DM382m. also 
reflecting Kle i n w ort Benson's 
contribution. 

This comprised DM126m 


from dealings in securities. 
DM66m from foreign exchange 
and precious metals and 
DMU9Qm from derivatives. 

The Kleinwort Benson acqui- 
sition also pushed up costs by 
16 par cent to DM4bn; without 
this, they rose 2.6 per cent, 
staff costs rose 0.6 per cent. Mr 
Sarrazin said Dresdner had 
reduced domestic branch 
employment by 11 per cent 
since the end of 1998. 

Loan loss provisions were 9 
per cent higher at DM509m, 
while profits from securities in 
the liquidity portfolio Jumped 
S3 per cent to DM866m through 
of bonds aTi ^ of industrial 
stakes shareholdings of less 
than below 5 per cent. 


Cathay Adidas weighs in with 56% leap 

Trfa-r -«• •.Jp*'. • O A. 


CU considers E Europe ex pa n si on 

flnwwwrriii^ Union, the 
UK composite insurer, is 
considerin g expansion 
into Russia and the Czech 
Republic as part of a strat- 
egy of reducing Its reli- 
ance on an tocreeshigly 
tough UK market: The 
news emerged as Mr John. 
Carter Grit), chief execu- 
tive, unveiled a smaller 
than expected fan In half- 
year operating profits 
from £248ra to £216m after a £56m increase ta US 
and UK weather claims. Page 16 

Burotibenn reinstates ousted «Muf 

Eurotherm, the UK Industrial . controls manufac- 
turer, bowed to pressure from Institutional 
shareholders by reinstating Mr Claes Huttman, 
the chief ex ec uti ve ousted In a boardroom battle, 
last month, and appointing Sir James H arin . far^ 

mw chair man nfUmttMiNiidwr, thegmeratm 

privatised recently as part of Eteftto Energy, a» 
chairman. Page 16 
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Hfted by 
shake-up 

By John Ridding in-Hong Kong 

Cathay Pacific Airways, the 
Hong Kong-based carrier, yes- 
terday announced net p rofit s 
of HK|1.6SIm (US$214m) for 
the first six months of the 
year - a rise of 67 per cent 
over the 1995 performance, 
with results . lifted ■ by a 
HK$541m exceptional gain. 

Stripping - out the excep- 
tional item, the figures 
revealed a relatively modest 
rise of 115 pear cent The air- 
line cited adverse currency 
rates and higher fori costs as 
constraining factors, but pre- 
dicted a stronger perfor ma nce 
in the second half of the year: 

The excep ti onal profit was 
the result of restracturing lu 
Hong Kong's aviation sector. 
The complex reorganisation 
saw Cathay sell a 12 per cent 
stake fen Dragonair to’ CNAC, 
the commercial arm of the 
aviation 
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Held day: shot put gold medal winner Astrid Kumbemnss from Germany (left) and women’s 200m Olympic champion Maiie-Jos6 
Perec (far right) of France, two of the 6,000 athletes Adidas says wore its clothing in Atlanta 



By Wolfgang Runohau 
In Munich 

Xcffdas yesterday reported a 
66A per cent Increase in pre- 
tax profits to DM249m CtlGTzn) 
far the fitst half of the year, 
umleriioixtg the German sports 
goods manufacturer's robust 
recovery from its financial dif- 
ficulties in the early 1990s. 

The- profits, up from 
DM] 60m a year earlier, came 
in ahead of market expecta- 
tions and reflect the recovery 
in the company's US 
operations and strong growth 
in the high margin textiles 
business. 

However, Adidas's share 
price fall yesterday on profit 
taking, ending 30 pfennigs 


lower at DM124.60. At this 
level, the shares are trading at 
almost twice the price offered 
to shareholders when the com- 
pany was floated in the 
autumn of last year. 

Net sales during the period 
increased 2&3 per cent from 
DMl.75bn to DM224bn- In the 
second quarter, Adidas 
Increased turnover 39.6 per 
cent to DML05bn and pre-tax 
profits 25.7 per cent to DM78m. 

The strongest sales growth 
in the second quarter occurred 
in North America, where Adi- 
das reported sales of DM2STm, 
an increase of 46 per cent, 
after overcoming difficulties in 
its US distribution. 

Adidas said the profitability 
increase was influenced by 


strong sales growth in clothes 
and running shoes. 

JMt-. BotWK^J^ouls-Dreyfus, 
chairman, said the results con- 
firmed “the momentum of the 
brand . which was further 
reinforced by our dominance 
in soccer at Euro 96, the 
Atlanta Olympic Games and 
other major competitions". 

Adidas claimed 6,000 ath- 
letes, including 200 medallists, 
had worn its outfits at the 
Olympic Games. 

Mr Louis-Dreyfos said that 
Adidas's main marketing drive 
in the second half would focus 
on the expansion of a new 
sports shoe design into catego- 
ries including basketball. 

Net income in the first half 
rose 40.4 per cent to DM184m. 


Net earnings per share 
increased from DM2.89 to 
DM4.06. _ 

Mr Louis-Dreyfus said the 
company's mid-year order 
level was 34 per cant higher 
than in 1995. 

He said the company was 
aiming to increase pre-tax 
profit margins, now 1L1 per 
cent, to 13 per cent by the end 

of 1998. 

Europe remains Adidas's 
main market, accounting for 
sales of DMl^Zbn, an increase 
of 31.9 per cent, with particu- 
larly strong performances com- 
ing from the UK, Sweden, Nor- 
way and Spain. North 
American sales were DM483m, 
up 17.8 per cent in the six 
m onths . 


Standard 

Chartered 

surpasses 

forecasts 


By flaorga Gr aham , 

Barking Correspondent 

Standard Chartered, the 
London-based international 
bank, capped a season of gut- 
tering bank interim results 
yesterday with a stronger than 
expected increase in pre-tax 
profits to £448m (S694m) in the 
six months to June 30, up from 
£336m a year earlier. 

For the last five years Stan- 
dard Chartered has been the 
object of almost constant bid 
speculation, and its strong net- 
work in the fast-growing Asia- 
Pacific region still makes it an 
attractive potential target. 

But in spite of a ISp drop 
yesterday to 689p, its soaring 
share price has put it out of 
reach for all but the most 
ambitious bidder. Standard 
Chartered officials, determined 
to remain independent, note 
that even with no takeover 
premium to today’s share 
price, anyone buying their 
would have to write off 
more than £5bn of goodwill 

Rwinriing exceptional gains, 
including a profit on the sale 
of its private banking business 
to Swiss ttnrik Corporation, 
Standard Chartered's trading 
profits rose 31 per cent to 
£4Q2ul The group's net reve- 
nue increased 15 per cent, as 
total lending advanced 15 per 
cent and the average interest 
margin widened from 8A per 
cent to 3£ per cent. 

Operating expenses rose by 
less than 4 per cent to £538m. 
As a result, the ratio of costs 
to income foil to 54.7 per cent 
from 60.7 per cent. 

Mr Malcolm Williamson, 
Standard Chartered’s chief 
executive, said the group 
wanted to bring that ratio 
down even further, even while 
investing in continued expan- 
sion. "A 55 per ce nt ratio is 
unacceptable going forward. A. 
sub-50 ratio has to' be a 
medium term strategic impera- 
tive." 

Mr Williamson said the cur- 
rent rate of growth in mort- 
gage lending - up 25 per cent 
in the first half - was unlikely 
to be kept up, but there was no 
reason why the bank could not 
maintain its high growth rates 
in other segments ol the per- 
sonal hatiTmug market. 

The bank announced a 31 
per cent increase in its interim 
dividend to 4J25p, on earnings 
per share of 27.3P, excluding 
disposal profits, up from 20p a 
year earlier. 

Lex, Page 12 



UK engineering 
group hints at 
acquisition drive 


By Tim Bust In London 

The incoming: chief executive 
of GKN, one of Britain’s larg- 
est engineering groups, yester- 
day hinted at a moire aggres- 
sive acquisition strategy 
following strong growth in the 
company’s cash performance. 

Mr CK Chow, headhunted 
earlier this year from BOC, the 
industrial gases company, 
suggested i-hat G HINTs balance 
sheet was strong enough to 
sustain a heavier investment 
programme at the automotive 
components, industrial ser- 
vices and defence equipment 
group. 

He was speaking as GKN 
announced Increased pre-tax 
profits of £161 m (3282.3610), up 
from £L62£m, on sales up from 
£LA7hn to £L73bn in the six 
months to June 30. 

Mr Chow does not officially 
become chief executive until 
January, when Sir David Lees 
becomes non-executive chair- 
man.' The Hong Kong-born 
■ e x ecuti ve yesterday praised Sir 
David's record at GKN, which 
he said had became more 
focused and better managed 
under Ids stewardship. "Thera 
is ora thing we could change- 
we are now in a stronger posi- 
tion to grow both organically 
and by acquisition-** 

The company is thought to 
be considering acquisitions in 
the defence industry to bolster 
its interests in helicopter ami 
armoured vehicle production. 

After deducting advance 
payments for such defence 
equipment, the group’s cash 

■pile rose from £223m at the end 

off last year to £fl»2m, while 
operating cash flow jumped 
from £125m to £141m. 
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Strong defence sales and ris- 
ing demand for GEN’S indus- 
trial services helped lift profits 
on continuing operations from 
£159-5m tO £175 -Bra- 
in the aerospace and special 
vehicles division, profits rose 

from £23m to £S8m foUowtng 
increased deliveries of 
armoured vehicles and helicop- 
ters manufactured by the 
group's Westland subsidiary. 

Further sales by Westland 
are expected by analysts to 
contribute to fall-year profits 
of about £360m-£370m- 
In industrial services, profits 
rose from £26m to £37m as the 
group enjoyed the benefits of a 
£90m investment to increase 
Its distribution activities in 
Europe and North America. 

Earnings per share rose from 

28.1p to 31 .7p, paying an 
increased interim dividend of 
9.6p (8-75p). GKN’s shares, 
which have risen sharply in 
recent days, fell 3p to £10*25. 
Lex, Page 12 
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Write-backs distort Christiania result 


By Hugh Camegy 

ni Stockholm 


Profits at Christiania Bank, 
Norway’s second -largest 
banking group, fell sharply 
in the first half, but the 
result was distorted by the 
continued after-effects of the 
loan-loss crisis of the early 
1990s. Underlying earnings 
were significantly stronger, 
buoyed by the robust Norwe- 
gian economy. 

The first of Norway's big 
hanks to report for the 
period. Christiania - which 
is majority-owned by the 


state - said operating profits 
in the first half fell from 
NKrl.82bn at the same stage 
last year to NKrl.llbn 
($173m). 

The fall was caused by a 
drop in the level of gains 
achieved by writing back 
provisions against loan 
losses. Net gains from write- 
backs after provisions for 
new loan losses totalled 
NKrl05m in the first half, 
compared with NKi966zn in 
the same period last year. 

However, the bank had 
long warned that the phe- 
nomenon of write-backs - 


which has also produced big 
gains in the last year for 
other Norwegian banks - 
was not sustainable. The 
markets had folly expected 
the write-backs to diminish 
and Christiania shares lost 
only NKrO.lO to NKrl6-30. 

Profits before write-hacks 
rose, meanwhile, from 
NKr853m last time to 
NKr978m in the first half in 
the second quarter, profits 
before write-backs increased 
from NKr401m to NKr48Qm. 

Christiania attributed the 
Improvement to the strength 
of the Norwegian economy. 


COMPANIES AND FINANCES EUROPE 

t Christiania result -^»° . slips 

4.4% m 

j produced big Net interest income rose NKr47m, some analysts 
last year for in the first half from expressed surprise at how 
dan banks - NKrl.68bn to NKri.7bn, long the trend of write-back 


Net interest income rose 
in the first half from 
NKrl.68bn to NKri.7bn, 
while non-interest Income 
was up from NKr634m to 
NKrTSBm. 

On the cost side, Christi- 
ania said non-interest 
expenses rose from 
NKrl.46bn to NKrl-49bn. But 
the ratio of costs to income, 
excluding gains/losses on 
securities, fell in the second 
quarter from 65 per cent to 
62 per cent. 

Although net write-backs 
In the second quarter tum- 
bled from NKr68lm to 


NKr47m, some analysts 
expressed surprise at how 
long the trend of write-back 
gains was continuing. The 
second quarter was the sixth 
in succession which had pro- 
duced net write-backs after a 
period of deep loan losses. 

Christiania said in due 
course there would be a 
return to •’normal” levels of 
net loan losses. But a spokes- 
man added: “As long as the 
Norwegian economy per- 
forms along the lines it is 
now, there is no real reason 
which new loan losses 
should rise sharply." 


quarter 


By Simon Kuper in 
Amsterdam and Jenny 
Luesby fn London 


Stora shrugs off 60% fall 
and sees signs of upturn 


PROFILE' . , 

STORA 
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By Greg Me Ivor 
in Stockholm 


Stora, one of Europe's 
leading forestry products 
groups, yesterday held out 
the prospect of an end to the 
downturn in the sector, say- 
ing that orders were increas- 
ing again and prices for most 
paper grades had reached 
bottom. 

The Swedish group 
shrugged off a 60 per cent 
collapse in half-year profits 
from SKr4.1bn to SKrl.6bn 
($242m) - some SKr200m 
below market forecasts - 
and said the business cycle 
had turned upwards, bol- 
stered by inventory stabilisa- 
tion and rising pulp prices. 

Mr Lars-Ake Helgesson, 
chief executive, said orders 
improved “palpably" at the 
start of the third quarter and 
prices would not fall further. 
This assessment included 
newsprint, which represents 


about 40 per cent of profits 
and had its price cut by 5 per 
cent in the UK recently. 

“Things look better across 
alm ost all our product lines. 
We believe that inventory 
rundowns have been com- 
pleted." Mr Helgesson said. 
But he was at pains not to 
raise hopes of a rapid turn- 
around, saying that growth 
would depend largely on eco- 
nomic developments in 
Europe. 

He also warned of a need 
for further consolidation in 
the industry, suggesting 
rationalisation would con- 
tinue across the market, 
including Sweden. Store’s 
shares rose SKrO.Skr to 
SKr85kr yesterday. 

Store, the first of the big 
Scandinavian forestry 
groups to report first-half 
results, said orders for 
coated magazine paper 
(LWC) were weak, but a 
more positive trend was 


noted, towards the ended the 
half. It said price rises Jn 
pulp would help lift prices of 
fine paper and. ultimately, of 
LWC. 

Mr Mads Asprem. paper 
and packaging analyst at 
Morgan Stanley in London, 
said: “The fact that LWC 
prices have flattened is a 
very good sign because we 
thought they still might he 
falling." He expected pulp, 
fine paper and packaging 
grades to recover well in the 
fourth quarter, and predicted 
rising prices for the next two 
or three years. 

Store's sales fell from 
SKr29.4bn to SKr24bn, 
reflecting a 12 per cent 
decline in volumes and the 
stronger krona, which 
depressed turnover by 
SKrl.7bn. 

The hardest hit area was 
pulp, which swung from a 
SKr927m operating profit to 
a SKr427m loss on sales 
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Printing paper sales fell 
from SKr7.9bn to SKr7.4bn 
amid pricing pressures and 
production cutbacks in LWC. 
but operating profits rose 
from SKrLlbn to SKrl.5bn. 

Fine paper sales fell from 


SKr5.5bn to SKr3.Sbn, push- 
ing operating profits from 
SKr916m to SKrlttJm. Board 
and packaging-paper sales 
dropped from Skr5.6bn to 
SKr4.7bn. on sales of 
sgrftBm, against SKrLlbn. 


Iri takes first step in privatisation of Stet 


By Robert Graham in Rome 


Iri, the Italian state holding 
company, yesterday set in 
motion the process to permit 
Stet, the telecoms group 
which it controls 62 per cent, 
to hive off Seat, its lucrative 
yellow pages business. 

Iri's move followed a board 
meeting held to discuss the 
government's decision on 
Tuesday to press ahead with 
the long delayed privatisa- 
tion of Stet The sell-off of 
Stet, which has a market 
capitalisation of almost 
L25,000bn ($16.5bn>, has been 


fixed for between February l 
and March 31 next year. 

The Milan bourse reacted 
negatively yesterday to the 
government’s announce- 
ment. with shares in. Stet 
and of its other quoted com- 
panies falling back after the 
sharp gains of recent days. 
Analysts voiced disappoint- 
ment at the way the govern- 
ment had provided little 
detail. They believed this 
suggested the privatisation 
plans had to take account of 
objections from the unions 
and political parties to the 
break-up of Stet. 


The first part of the priva- 
tisation process, agreed by 
the government and dis- 
cussed yesterday by the Iri 
board, is the splitting off of 
Seat. At present Seat, with 
sales of Ll,795bn ($L 18 bn) in 
1995 and employing 2.000 
people, is merely a division 
of Stet It will thus require 
an extraordinary sharehold- 
ers' meeting. of Stet in Sep- 
tember to endorse the break- 
up. Although Seat’s contri- 
bution to Stet's 1995 profit of 
Ll,459bn has not been fully 
revealed, it is understood to 
have been close to a quarter. 


Analysts said the removal of 
Seat could raise L3.000bn but 
its loss would be keenly felt 
by Stet 

Last night the treasury 
was preparing a letter of 
instruction for Iri laying 
down precise guidelines far 
the Stet privatisation. These 
start from the premise that. 
the state will retain a golden 
share and that there wifi be 
a core of stable shareholders. 
For a year Stet has been 
bolding talks with IBM, the 
US computer giant, an a var- 
ious forms of alliance. The 
Italian telecoms group has 


also begun looking at the 
prospects of bringing in 
Cable and Wireless of the 
UK as a shareholder. 

The instructions are also 
expected to stress that the 
core telephones business 
Telecom Italia (cable) and 
TIM (mobile) will be kept 
together, and will set out 
whether or not the various 
quoted companies within 
Stet will merge. The trea- 
sury must also spell out the 
timing and options available 
for the split off of other non- 
care businesses. 
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NOTICE OF PAYMENT 
to Holders of 

OLYMPIAS YORK EUROCREDTTCO LIMITED 
llVaft Debentures Due November 2, 1992 
NOTICE fa hereby given dm on August 21, 1996 a partial payment of 
CdnSlW.70 for cadi Gin. SI, 000 principal amount of Olympia & York 
EarocroJitco limited ll 1 . A Debentures due November 2, 1992 (the 
’Debentures’) will be available 10 holders from The Royal Trust Company, 
trustee under the Trust Deed dated as of October 29, 1987 pursuant to which 
the Debentures were issued. Holders may obtain partial payment on this date 
by presenting the original Dcbcnruir cmtficue tu any of the (bDowing paying 
agents 

Bank of Montreal 
London Office 
II Walbroofe, 2nd Hoot, 

London EC4N8ED 
England 

Bankers Trust Luxembourg S A. KrcdJctbank N.V 

14 Boulevard ED. Roosevelt " Rue d'Arenberg 

L-2-tSO 1000 Bruxelles 

Luxembourg Belgium 

Credit Sui-we Bank of Montreal 

8 Raradcpfcnz Main Office 

8021 Zurich First Coodian Place 

Switzerland Tomato. Ontario, M5X 1A1 

Canada 

Debentures presented for payment wHJ be marked to show the partial payment 
and returned to ibe bolder. No inieresr or other income on or in rcspoa of the 
payment amount will accrue to holders presenting Debentures after August 21 . 
1996. 

Persons having an interest in Debentures maintained in the Eurrydear or Codd 
clearing systems need not present such Debentures for payment, as 
aran geroents have been made for the payments m ropccr of such Debentures 
heid as of August 16, 1996 to be nude through the clearing systems. 

Any inquiries conc ernin g the payments may be directed to the principal paying 
agent. Bank of Montreal London Office. Attention: Manager fiscal Agencies, 
(telephone 0171-236-1010). 

THE ROYAL TRUST COMPANY 1 


Nestle’s portfolio of possibilities 

Many peripheral businesses could be worth more to other owners 


Dated this 8th tfay of August, 1996. 


As Trustee 


.NOTICE OF AFTOINTMENT OF 50LE 
LIQUIDATOR AND NOTICE TO 
CREDITORS TO CLAIM 
NORTH AMERICAN FIDELITY AND 
GUARANTEE &A. 

fIN UQdlMTlON} 

Pri n cipal 1Mn( AtUrru. Milner Hone, 
IS Tuttoncnl Snwi. Hamilton. Hentnfcti- 
NOTICE tS HEREBY GIVEN. m 

Knlr 4.IM Of tfK Inal'Cixji Ro4r« 

Him on 1 1 June l*W*. R S Prerce araa 
ippmmed Iniaidaiof of the aNw named 
cwnpwy I »infaas op fry cent i. 

Creditor* of ibe company who taw not 

dud; done so atnoM sutwni tbor ctabss 

a wnanc id the I mitafaim ai Ac blhmnt 

od d rt M ander reference:- NUtMXB/IXK. 

DriaRAItadK 

POBorSIU 

HdHmiK 

1 LinlcNrwSora 

London EC4A 3TR 


APPOINTMENTS 

ADVERTISING 


appears in the UK edition 
every Wednesday & Thursday 
and in the International 
edition every Friday. For 
further information please 


contact 

Toby Finden -Crofts 
+44 0171 873 3456 


PROVINCE OF NOVA SCOTIA 

U.S. S500.000.000 
Floating Rets Notes Due 1999 
In accordance with the farms and 
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L ike the attic of a 
thrifty Swiss burgher. 
Nestis’s huge product 
portfolio is crammed with 
possessions. But the genera- 
tion moving into leadership 
are showing no signs of 
wanting to shed more 
peripheral businesses. 

Admittedly. Nestle sold its 
wine business last year for 
I an undisclosed sum. But 
! what British vinegar. Ger- 
man pork and Italian crisp- 
bread have to do with 
Nestlg’s core products of 
coffee, confectionery, min- 
eral water, milk, ice cream 
and pet foods is a mystery 
to many analysts and 
investors. 

Just five products account 
for 35 per cent of Nestld's 
European sales. 10 for 50 per 
cent and 18 for 75 per cent, 
according to an analysis by 
Goldman Sachs. Thereafter, 
the portfolio tails off 
through more than 20 other 
products matring up flip final 
25 per cent '• ;* V 

Most of the lesser items.-. • 
forming the longest tail of 
any leading food producer, 
have little to recommend 
them. Typically they achieve 
only minuscule market 
shares, geographic spread or 
profit in the greater group 
context. 

Money is not a problem: 
free cash flow (after divi- 
dends and renewal of fixed 
assets) will be SFrl.3bn 
($1.07bn) this year, estimates 
Mr James Amoroso, of 
Credit Suisse in Zurich. 

But managerial focus is, 
particularly for a multina- 
tional that still gives coun- 
try managers autonomy. 
Moreover, lacklustre busi- 
nesses only blunt Nesting 
efforts to hit demanding 
group targets such as 4 per 
cent a year jyoftime growth 
and a return oh capital bet- 
ter than 15 per 'cent:' ' -r: 
Nestte argued that prod- 
ucts deserve to stay if -they 
contribute reasonable profit 
with minimal managerial 
effort. But the size of the 
underperforming rump is 
hard to estimate. It could 
total as much as 10 per cent 
of Nestlg’s portfolio, some 
analysts guess. 

“We do not recognise that 



Helmut M anche n guided Nestid through large acquisitions 


figure," Mr Helmut Maucher, 
Nestig chairman who han ds 
over as chief executive to Mr 
Peter Brabeck next June, 
said in a recent interview. 
“We always distinguish 
between where we are 
investing and do not have an 
adequate return yet. and 
•where there is no hope.” The 
.second category accounts for 
about 5 per cent of sales, 
some SFrSbn, he said. 

Processed meat is the only 
large category which Nestle 
identifies as one it would 
consider selling. It contrib- 
uted operating profits of 
SFr55m on sales of SFtlbn in 
1995, Mr Amoroso estimates. 
If these meats, with an oper- 
ating profit margin of 5^ per 
cent, had not been in the 
portfolio, group margin 
would have risen from 9.7 
per cent to 9.8 per cent last 
year. 

About 80 per cent of the 
meat business is in Herta, a 
German-based business. Nes- 
tl6 likes part of the business, 
such as its higher margin 
products and nhfflpd distri- 
bution chain, but would con- 
sider offers far the upstream 
primary processing and sim- 
pler processed meats, such 
as sausages and salami 

Nestld has signalled its 
willingness to sell Its meats, 
but the only offer to date is 
for Vismara, an Italian pro- 
ducer of ham and other 
meats, Mr Maucher said. 

The most likely buyer of 
the meat businesses is Sara 
Lee, of the US. It lws tar- 


geted European processed 
meats as a strategic impera- 
tive and has been acquiring 
companies. Neither company 
would co mm ent. 

Deeper in the Nestle port- 
folio is a trove of small busi- 
nesses that could be worth 
more to other owners. In the 
UK, for example, it owns 
Gales honey, Sun Pat peanut 
butter and Sarsons vinegar: 
strong niche brands, but in 
areas where Nestlg has no 
apparent interest 

In other areas, synergy 
may be a valid reason for 
keeping something. Buitoni 
dried pasta, for example, has 
a small and unprofitable 
share of the Italian market 
Bat Nestlfe bought Buitoni 
and built up a range of high- 
margin sauces to accompany 
the pasta. 


S elling assets Is only 
one tool for shaping 
portfolios. More impor- 
tant are acquisitions and 
canny management Over 
the fast 15 years under Mr 
Maucher, Nestle has made 
large acquisitions, such as 
Perrier of France as part of a 
SFr3bu diversification into 
mineral water, and of Rown- 
tree in the UK to double its 
confectionery business and 
to take it into impulse- 
purchase snack chocolates. 

On management. Nestle 
has poured resources into 
developing chilled foods 
almost from scratch. Buying 
Chambourcy in France in 
the 1980s gave it a big 


yoghurt brand and chilled 
distribution. But yoghurt 
became increasingly a com- 
modity business, so Nestle 
shifted into higher value 
chilled deserts and bio-tech 
enhanced yoghurt, while 
moving products from the 
Chambourcy to Nestle 
brand. 

Nestle is prepared to 
invest far decades to reach 
critical mass. Its patient 
stalking of L’Ordal in cos- 
metics and San Pellegrino in 
water is typical Ice cream 
and pet foods, however, are 
the top two products in its 
portfolio which it has tar- 
geted for rapid development. 
Particularly in Europe, they 
lack powerful market shares 
and lag behind the leaders - 
Unilever In ice cream and 
Mars in petfoods. 

Only in Italy and France 
does Nestle have reasonable 
petfood market positions 
with 23 per cent and 15 per 
cent, respectively, malting it 
second to Mars. A new pan- 
European Tnn-napprmAnt - tpflrm 
for petfoods, however, is 
wringing more from the 
business. Petfood sales rose 
14 per cent to SFr4l3m in the 
first half of this year. 

Acquisitions will play a 
part in building petfoods in 
Europe to complement the 
number one position it has 
in the US. Nestle said it has 
twice had inconclusive talks 
with a company it declined 
to ideuttftr, and could well 
talk to it again. 

Competitors believe the 
target is Royal Canin in 
France, owned by Paribas, 
which has an 8 per cent mar- 
ket share and may be worth 
about FFrfiOOm ($158m). 
Acquiring it would make 
Nestld a credible second to 
Mars. 

Such in-flQ acquisitions fit 
the strategy of Mr Maucher 
and Mr Brabeck to achieve 
Nestle’s overall growth one- 
third by ac q uisition and two- 
thirds by organic growth. 
They pose no financial 
strain, one London analyst 
says, but might make the 
company more aware of the 
benefits of ghwfriiwg periph- 
eral businesses. 


Roderick Oram 


O' \£P 


NEWS DIGEST 


Hoogovens upbeat 
in spite of 54% fall 


Akzo, the Dutch chemicals 
and pharmaceuticals group, 
yesterday pointed to a 
decline in Europe’s textiles 
industry as the main reason 
for a 4.4 per cent fan fn the 
group’s second-quarter net 
profits. 

Pre-tax profits of FI 482m 
(3292m), on sales up 4 per 
cent at FI 5.82bn, were In 
line with analysts* expecta- 
tions and well received by 
the markets. Shares reached 
a day’s high of FI 193.00. 
before closing up FI 1.00 at 

FI 189.70. 

Analysts had anticipated a 
FI 200m decline in the 
group’s oral contraceptive 
sales, following regulators’ 
reports that the group’s low- 
dose third-generation pills 
increased the risk of danger- 
ous blood dots. In fact, sales 
fell by just FI 70m, with “the 
negative effect concentrated 
in Germany flip UK," 
according to Mr Syb 
Bergsma. management 
council member. 

Results were also lifted by 
a better-tban-expected per- 
formance in the coatings 
division, where operating 
profits rose by 13^ per cent 
to FI 193m. on sales up 8 per 
cent at FI L95bn. 

However, this was more 
than offset by a 72 per cent 
decline in the fibre divi- 
sion’s profits, to FI 15m. on 
sain down 5 per cent at 
FI 888m. 

Fibre consumption by 
European manufacturers 
had faHwi by 15 pear cent 
since last year, Mr Bergsma 
said. However, the group 
expected the fibres division, 
which accou n t s for 16 per 
cent of gr o u p sales, to break 
even in the third quarter. 

In the division, 

second-quarter profits were 
static, as they were in phar- 
maceuticals. 

Looking ahead. Mr 
Bergsma was upbeat about 
Paragon, Akzo’s biotechnol- 
ogical fertility hormone to 
be launched later this year, 
and Remeron, an anti- 
depressant - recently 
launched in Europe and 
going on sale in the US this 
week. 

The group expected foil- 
year profits to be virtually 
the same as last year. 


than expected, and because the group 

secondhSf demand. “Stocks held by our cnsfimiershave 

reverted to normal levels,” it said. 

in recent weeks. Mr Hans Bluygers, aim ^ at mauhant 

Kawfr Kempen, said: “Hoogovens is approaching the . 

turning point.” 

The group forecast FI 142m in net profits before 
oxceptionals and post-tax charges for the second the 
same as in the first six months. Sales fell 10 per emtto 

F13-77bn, with steel turnover down 9 per c^ to FI 2^5bn. 
Hoogovens said steel prices fell almost 
Swpoint of the previous economic cycle .The divisions 
net profits dropped 54 per cent to Fl a 

satisfactory result", due to cost cuts in recent years. Mr 
Maarten van Veen, c hairm a n , said Hoogovens Steel was 
“less sensitive to the economic cycle than in 1993. 

Aluminium net profits fell 69 per cent to Fl 25m. due to 

weak demand, high supply, and loW J?S!I?*52L 
prices. Hoogovens expects to invest Fl 600m this year, - 
after a period of cutbacks prompted by three years of 
losses in the early 1990s. But the group arms to ctftstaff 
numbers at its Umuiden steel works by 2,000 to 8,500 over 
the caning years. Earnings per share fell 57 per cent to 
PJ4.Q8. Simon Kuper. Amsterdam 


Tabacalera shares tumble 


Tabacalera, the Spanish tobacco group which Is on the 
government’s privatisation list, took a further battering 
on the stock market yesterday as a consequence of higher 
tax levies and an escalating price war. A 3 per cent drop 
in the share price from Pta5.320 to Pta5.070 brought the 
fell since tax increases were announced less than two 
weeks ago to 23 per cent. 

The market reversal for Tabacalera, where It was a star 
performer earlier in the year, means a sharp reduction in 
t he government’s potential revenue from privatising its 
remaining 52 per cent stake. At yesterday's closing price 
this stake was worth Pta97.75bn (J776m) compared with a 
peak value of Ptal29.l8bn in mid-July. 

ftorHwg pressure mounted when T a bacale r a announced 
it would not add the tax increases to retail prices on its 
Vlrglnla-tobacco cigarette brands, including the Spanish 
market leader Fortuna. The higher levy, imposed along 
with increases in spirit taxes to make up a government 
budget shortfall, would normally have raised the price on 1 
a Fortuna packet by 20 per cent from Pta200 to Pta240. 

Tabalacera holds a de facto Spanish monopoly on retail . 
tobacco products, but there is increasingly fierce 
competition between brands. Philip Morris of the US has | 
reversed a plan to raise prices on its Chesterfield and LM j 
brands in Spain after the tax change. Higher prices could j 
give a fresh boost to contraband trade, which last 
year accounted for an estimated 12 per cent of the I 

Spanish market. ■ David Whits, Madrid \ 


Kvaemer holds inquiry 


Kvaemer, the Norwegian shipbuilding and engineering 
group, has lanneheH an internal inquiry into hOW a 
20 -year-old temporary worker was able to remove 
th ous ands of documents from its computer system. The 
company, which declined to name the employee, said it 
was co-ope rating with a police Investigation into the 

alleged theft. 

Lawyers representing the Kvaemer worker, however, 
denied that he had been involved in any wrongdoing - 
milling that their client had re turn ed *h»» c ompute r 
information to the company. They pointed out. moreover, 
that he had not - been detained or questioned by police, 
although officers searched his home this week. 

Kvaemer stressed yesterday that the case was not. 
related to an action by Davy International, a UK 
subsidiary, which is seeking damages from VAI of Austria 
following the alleged theft of thousands of confidential 
documents from its former headquarters in the south of 
England. VAI, a competitor of Davy's metals processing 
business, has vowed to fight that lawsuit. 

Tim Burt, London and Hugh Camegy, Stockholm 


Slack demand hits De Rigo 


De Rigo, the world’s second-largest producer of quality 
sunglasses, saw first-h al f net direct sales of frames 
stationary at Ll67.8bn ($ll0.3m). But components and 
accessories declined to L5.5tm from L8-9bn. The 
performance reflected slack demand in the I talian market 
where the proportion of total sales declined from 39 per 
cent to 31 per cent. 

Exports rose 8 per cent but the benefits of this were 
offset by a stronger lira during the first six months of this 
year, the Belluno-based group said. Sunwear represented 
90.2 per cent of sales compared with 89.6 per cent during 
the same period in 1995. 

Robert Graham, Rome 


Strong rise in L’Oreal sales 


Shares in L'Orfeal rose yesterday after the company 
reported an 11.7 per cent rise in sales for the first sfx 
months of 1996 to FFr30.l2bn ($536bn). “A growth rate in 
excess of 10 per cent when the others are showing on • 
average 2 to 5 per cent Is good,” an analyst said. 

Ano ther analyst said the sales figures were not a - •- 
surprise- L’Or6al’s first-half cosmetics sales rose to 
FFr24L52bn from FFr21.96bn. Sales from its 
pharmaceuticals subsidiary Syrrtbelabo rose to FFr5.123bn 
in the first half of 1996 from FFr4.62hn. Reuter. Paris 


ING eyes US expansion 

ING, the Dutch financial services group, said yestoday ft 
was still interested in expanding its US business through . 
takeovers, but declined to comment an its unsuccessful - 
attempt to buy First Colony. Earlier thin week GE Capital 
agreed to bny First Colony for $L8bn. Several other 
bidders apparently had expressed interest in First Colony, 
including ING and Equitable Cos, industry sources said 
earlier. 

ING said it was aiming for a reshuffling of its turnover 
breakdown per geographical sector. Last year the gr o u p 
generated about 70 per cent of Its Fl 4L20bn turnover 
from business in the Netherlands. “The dispersal should 
become 60 per cent from the Netherlands a nd 40 per cent 
international, " the spokesman said. Reuter. Am st er da m 


Polish bank in talks with IFC 


Wlasnosd Pracowniczej (BWF). a small Polish bank Is in 
talks with the International Finance Corporation about its 
possible equity investment in the bank the 
President said. Mr Kazimierz Glowackl said the IFC was 
also discussing a participation of a US b»mir specialising 
in services to small business in an i nvestment which . . 
could reach 210m. 

Mr Glowackl said the bank, which after six month 8 of 
this year had assets of 8.4m zlotys ($3.1m) mid a batefloe - 
sheet total of 58£m zlotys, wanted to buy Agrobank from 
Its receiver. 

BWP, based in the port city of Gdansk, is owned by 38 
institutions and Its largest shareholders are Gdansk 
refinery Rafinerla Gdanska with a 27.9 per wmt stake and 
Gdansk repair shipyard Gdanska Stocznia Remontowa 
with a 26 per cent stake 

lasted Wielkopolski Bank Kredytowy and large 
state-owned Bank Zachodni each hold 9.3 per r * of 
BPW. Reuter, Gdansk 
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Indosat growth slows to 6.4% in first half 


By Manueia Saragosa 
in Jakarta • 

Growth in net profit at 
Ipdopat, the Indonesian 
state-controlled inter- 
national telecommunications 
company, - slowed to. 6.4 'per 
cent in the first six months 
of this year. 

Analysts said the low 
growth was Caused largely 
by a slowdown in the expan- 
sion of revenues from inter- 
national calls. In the same 


period In 1995, net profit rose 
73 per cent. Much of last 
year’s growth came from 
interest Income, which has 
been declining as the com- 
pany has increased capital 
expenditure. 

Net profit in the first half 
of 1896 rose from' Rp220.9bn 
to Rp235.ibn ($100.4m). Oper- 
ating profit rose 15.4 per cent 
from Rp242.6bn to Rpt279.9bn. 

Revenues from interna- 
tional caTiw in the first half 
increased by 14 per cent 


from Rp467.5bn to Rp582bn, 
compared with growth of 17 
per cent in the first six 
months of 1996. 

Analysts said slowing 
expansion in revenue from 
the company's core business 
was caused by a trend for 
international telecoms com- 
panies worldwide to cut 
their call tariffs. 

Mr TJahjano Soerjodlbroto, 
Indosat ’s president-director, 
said he was ‘‘confident" that 
performance would not be 


significantly affected by the 
declining trend in intema- 
.tional call charges and 
increasing competition. 

Other analysts said that 
Satelindo, a local satellite 
telecoms company which 
competes in the interna- 
tional market, was capturing 
market share from Indosat. 

Earlier this year, Indosat 
said it expected that Sate- 
lindo would have between 
10 per cent and 12 per cent of 
the market by the end of 


1996. Indosat has a 7.5 per 
cent stake in Satelindo, and 
competition between the two 
groups is limited to market- 
ing strategies rather than 
prices. 

Indosat said other income 
in the first six months of 
this year fell 24.1 per cent to 
Rp42.4bn. because of a loss 
in investment income and 
depreciation of the Singa- 
pore dollar against the US 
dollar. 

Interest income has been 


Mexico’s banks seek foreign partners 


Need for fresh capital spurs 
the search for overseas allies 


M exican batiks have 
stepped up the 
search for strate- 
gic foreign partners as they 
rush to complete recapitalis- 
ation programmes before the 
end of this year. 

While second-quarter 
results suggest most banks 
are recovering from lam: 
year's financial turmoil, 
with bad loans stabilising 
and capitalisation levels 
improving, most sights are 
how set ou how the banking 
system will' cope' with tough 
new accounting rules, which 
take effect early next year. 

The transition to US 
accounting practices has 
unleashed a race within the 
banking system to produce 
the balance sheet with the 
highest provisions against 
bad debts. And it is the 
search for fresh capital 
which has many Mexican 
banks inviting foreign part- 
ners to acquire sizeable 
stakes in their institutions. 

“I would not be surprised 
if foreign banks owned 50 
per cent of the Mexican 
banking system in about five 
years." says Mr Ricardo Gua- 
jardo, chief executive of Ban- 
comer. Mexico's second-larg- 
est bank. Earlier this year, 
Canada's Bank of Montreal 
acquired a 16 per cent stake 
in Bancoxner for 8500m. 

Bank of Nova Scotia, 
which last month took man- 
agement control of Inverlat, 
Mexico’s fifth-largest bank, 
will be building its share- 
holding until it reaches 51 
per cent by the year 2000. 

Barfco Bilbao Vizcaya of 
Spain, which took over 
Mexico’s Probursa last year, 
has expressed an interest in 
acquiring parts of Cremi and 


Oriente. two small banks 
under central government 
intervention. Another Span- 
ish bank, Santander, may 
also seek to expand in 
Mexico. 

Serfin and Mexicano, the 
country’s third and fburth- 
largest banks, are' also 
looking for foreign partners. 

Serfin. which posted losses 
of 2.72bn pesos ($361m) in 
the second quarter, is receiv- 
ing temporary support from 
JP. Morgan. The US invest- 
ment bank acquired $290m 
of government-guaranteed 
convertible debentures, 
equivalent to 20 per cent of 
Serfin 's capital, and agreed 
to hold them for 18 months 
while it looks for a more per- 
manent foreign partner. 

Serfin had set aside more 
than 3bn pesos of provisions 
to cover the full extent of its 
non-performing loans. 

It wrote off 500m pesos of 
credit card and commercial 
loans in the second quarter. 
Even after the write-offs, 
however, Serfin’s past-due 
loans still grew by 1.96 bn 
pesos, or 27.5 per cent 

Ban comer was the first of 
Mexico’s main banks to pro- 
vide fully against bad loans. 
It created extraordinary 
reserves of 2.76bn pesos in 
the first quarter of 1996 and 
a further L4bn pesos in the 
second quarter. After write- 
offs of 895m. pesos its past- 
due loans grew by only 2 JS 
per cent in the second quar- 
ter. 

Mr Guajardo says he made 
the provisions in preparation 
for the move, towards US. 
accounting practices in Jan- 
uary 1997. Mexican banks 
only record as “past-due” 
those loan installments not 







Ricardo Guajardo: provisions made ahead of move towards US accounting practices 


paid after 30 days, while the 
remaining balance is consid- 
ered current. The new rules 
will require banks to record 
the entire loan as past-due if 
no payment has been 
received for 90 days. 

T hese rules are expec- 
ted to show a sharp 
increase in the num- 
ber of mortgages in default, 
hitting B anam er and Ban- 
comer, which hold the big- 
gest mortgage portfolios, 
particularly hard. 

“The key to a soft landing 
in the transition to US 
accounting rules is a suc- 
cessful restructuring of the 
mortgage portfolio," Mr Gua- 
jardo says. 

Banamex topped the prof- 
its league in the second 


quarter, but was criticised 
for not setting aside more 
provisions against bad debts. 

It recorded a net profit of 
717m pesos in the second 
quarter. 25 per cent higher 
than in the first quarter of 
1996. But its past due loans 
also grew by 5 per cent to 
11.96bn pesos, while cover- 
age of past-due loans, at 86 
per cent, is significantly 
lower than its peers. 

Salomon Brothers, the US 
investment bank, criticised 
Eanamex’s management, 
saying: “We believe Mexican 
banks should strengthen 
their balance sheets above 
and beyond the leyel 
required in normal circum- 
stances. Markets will not 
necessarily reward higher 
earnings more than higher 


pro visions." 

Mr Roberto Hernandez, 
director-general of Grupo 
Financiero Banamex-Acci- 
vaL which owns Banamex, 
says debt relief schemes are 
working better, and that 
problem loans are close to 
being stabilised. 

But Mr Hernandez admi ts 
that the bank is still sorting 
out the wheat from the 
chaff 

“We need to distinguish 
between clients who were 
hit by the recession and high 
interest rates and those who 
were no-hopers even before 
the crisis began. Last year's 
financial crisis blurred the 
difference between the two 
kinds of debtor.” 

Leslie Crawford 


ICTSI lifted by Philippine trade volumes 


By Edward Luce in Manila 

International Container 
Terminal Services (ICTSI), 
the Philippines’ largest 
cargo handling group, attri- 
buted strong net profits 
growth in the first half of 
1996 to the country’s rapidly 
growing trade volumes. 

The company - which con- 
trols about 75 per cent of the 
country’s container traffic 
and owns its largest termi- 
nal. at Manila harbour - 
said net profits rose by 34 


per cent to 192m pesos 
(US$7m) in the first six 
months of 1996. Revenues 
grew by 21 per cent to 1.24bn 
pesos while operating 
expenses grew by 17 per cent 
to 858m pesos. 

Most of the growth was 
attributed to higher vol- 
umes, with the number of 
TEUs (twenty -foot equiva- 
lent units) bandied rising by 
20 per cent to 404,000 - in 
line with overall Philippine 
trade growth. 

The company’s shares - 


trading at a relatively expen- 
sive p/e of 26 - closed 4 per 
cent up yesterday at 17.50 
pesos, but below the record 
high of 205 pesos. 

Mr Chris Hunt, head ana- 
lyst at W.L Carr in Manila, 
said the company’s growth 
was strongly linked to the 
country's export/import 
industry, which is growing 
quite strongly this year. “In 
the absence of many direct 
manufacturing stocks on the 
Philippine Stock Exchange. 
ICTSI Is also one of the best 


plays on the country’s grow- 
ing export-oriented manufac- 
turing sector,” he added. 

Some analysts say that the 
company's high gearing 
ratio - its debt-equity ratio 
stands at more than 130 per 
cent - puts a question mark 
over the short-term attrac- 
tiveness of the stock. 

The company has a grow- 
ing international profile. It 
has stakes in the recently- 
privatised ports of Karachi, 
Veracruz, in Mexico, and 
Buenos Aires. Brokers say 


the rising capital costs of its 
overseas ventures and the 
development of a US$100m 
inland container terminal 
near Manila would keep debt 
at a high level in the 
medium term. 

The construction of a sixth 
berth at its terminal in 
Manila should lift volumes 
in the second half of 1996. 
Year-end net profits are 
expected to reach 450m 
pesos. Profits in 1996 were 
320m pesos, up 57 per cent 
from the previous year. 


Goodman Fielder MCI sees the future 
warns of A$75m in ‘one-stop’ services 

Cl $1 I rnpi he future of the com- making snacks, on the basis Tim Price. MCl's presldi 

6M- lAAitl VllM-l I muni cations industry, that people who drank beer telecoms. 


By Nikki Tart 
in Sydney 

Goodman Fielder, the largest 
food manufacturer in Aus- 
tralasia. yesterday warned 
that it would make only a 
“modest net profit” for the 

year to end-June. after tak- 
ing an abnormal charge of 
about A$75m (US$58m) to 
cover asset write-downs and 
rationalisation expenses. 

Excluding these items, 
however, the company said 

that it expected a slight 
improvement in after-tax 
proms. Goodman made 
AS97Jm on sales of almost 

A$4bn in 1991-95. and profits 
have been at about this level 
for the past six years. 

The company has made 
numerous management 

changes sJnce Mr David 
Hearn was brought iu as 
chief executive in 1995 from 
United Biscuits of the UK. 
and analysts had hoped for 
significant progress in the 
2995-96 financial year. How- 
ever, expectations were 
scaled back last year, and 
yesterday's news left Good- 
mun’s share price 
unchanged at AS1 30. 

Goodman did not detail all 
the likely abnormal charges, 
but said that the biggest 
Item would bo a AS25«a after- 
tax write-down of its poultry 
assets. This division has 
struggled recently, and in 
the first half . reported earn- 
ings before interest and tax 


of only A$£2m, down from 
A89m a year earlier, on sales 
of A$24£L2m. 

Other expected charges 
include a A$14m write-off of 
capital and commissioning 
costs at a new gelatin facil- 
ity, and a A$14m write-down 
in Goodman’s Asian 
operations. - 

Items here include the 
costs of discontinuing the 
Snwrrino siwctoi joint ven- 
ture in Indonesia; losses 
resulting from a decision to 
pull out of a Vietnamese 
flour-mill project; and the 
“reassessment” of the carry- 
ing value of the Sinar 

Meadow oils operation, also 
in Indonesia. 

The company's warning 
came after several days of 
heavy trading in its shares, 
with traders speculating that 
New Zeeland-based Brieriey 
Investments was continuing 
to offload its stake - which 
has already dropped below 
5 per cent. 

• Colly Farms, one of the 
largest cotton companies in 
Australia, is postponing its 
planned stock, market debut 
at least until next month. 
The company blamed the 
delay on volatile markets 
and technical Issues sur- 
rounding the Dotation which 
needed to be finalised. 

Colly had been expected to 
list on the Australian Stock 
Exchange this month, 
although a prospectus bad 
not been lodged. 


T he future of the com- 
munications industry, 
according to MCI. the 
US telephone company, 
comes in a box - a blue and 
white cardboard box. 
ordered by phone and deliv- 
ered to your house. 

It contains a cellular 
phone, a pager and a phone 
card, with software giving 
you an e-mail address and 
plugging you into the Inter- 
net. Everything works on 
one phone number and is 
paid for on one monthly bilL 
If anything goes wrong, you 
call one service number. 
Called MCI One. the pack- 
age was launched in the US 
in April. The response from 
MCTs competitors has been 
one of grudging respect 
tinged with irritation. They 
can and will, they say, pro- 
vide the same services if cus- 
tomers want them. 

But, they add, the package 
has to work properly. MCI 
One is assembled from a 
number of different suppli- 
ers. If you call the MCI One 
service number, competitors 
claim, the response is some- 
times chaotic. 

To the extent that this Is 
true - and MCI denies It - it 
is a mere teething problem. 
The real issue is more funda- 
mental. In essence, MCI One 
is a one-stop shop: a concept 
which has been tried, with 
varying success, in indus- 
tries ranging from travel to 
financial services. 

In one recent glaring 
example, the US brewer 
Anheuser-Busch started 


making snacks, an the basis 
that people who drank beer 
also ate pretzels and pea- 
nuts. The result was so 
disastrous that in February, 
Anheuser said it would close 
the business. Eagle Snacks, 
at a cost of more than S200m. 

The question what, from 
the point of view of the cus- 
tomer. belongs together is 
complicated in US telecom- 
munications by the fact that 
for more than a decade, pro- 
viders of long-distance tele- 
phony were prohibited from 
carrying local calls, and vice 
versa. With this year’s 
deregulation, that distinc- 
tion has been abolished. 

The average US customer 
is now expected to revert to 
taking local and long- 
distance telephony from the 
same source. The question is 
how many other services 
will be wanted on top. Here 
the US phone industry is 
divided. 

“The problem about the 
one-stop shop,” says the 
chief executive of a local 
phone company, “is that 
you’re trying to push people 
into a yes-no position on 
every service. The trick is to 
offer a full service, but not 
be arrogant enough to 
expect everyone to buy all of 
it” 

MCI would not disagree. 
MCI One comes in various 
forms, from a simple pack- 
age to one involving the 
lease of a personal computer 
and a link for monitoring 
home security. “Think of it 
as a Chinese menu,” says Mr 


Tim Price. MCl's president of 
telecoms. 

But perhaps the whole 
one-stop concept is flawed. 
This is the view of AirTouch, 
the San Francisco-based cel- 
lular phone company. 

"Getting everything from 
one company.” says Mr Ujjal 
Kohli, AirTouch’s head of US 
marketing, “gives the illu- 
sion of simplicity. What cus- 
tomers really want is the 
assurance they're not being 
taken. And as a customer, do 
you really want one com- 
pany as a single point of fail- 
ure which could shut down 
your life?" 

Mr Kohli adds that one- 
stop customers, in whatever 
market, demand a discount. 
As a supplier, what savings i 
are you achieving to pay for I 
that? 

Simple, says MCl’s Mr 
Price: reduce the rate of 
chum, or customer defec- 
tion. Churn is one of the 
Industry's biggest problems, 
worsened by the phone com- 
panies* habit of bribing cus- 
tomers to change supplier. 

Mr Price maintains that 
the more services customers 
take from MCI, the more 
loyal they prove. “As mar- 
keters, we have to be able to 
price [MCI One] at a point 
where, at the end of the cus- 
tomer life, you’re better off”. 

MCI is one of the most 
adroit marketers in the 
industry- Its competitors 
cannot be sure it is wrong 
this time. 

Tony Jackson 


declining as Indosat has 
spent cash on improving 
international telecoms Facili- 
ties and other projects 
supporting its core business. 
- Cash for these investments 
has been taken from funds 
which the company raised in 
1994, when it was partially 
listed in New York and 
Jakarta. 

Indosat placed much of the 
money raised in time depos- 
its, which lifted net income 
in 1995 to Rp459.4tm. 

YPF beats 
forecasts 
in second 
quarter 

By David PBRng 
in Buenos Aires 

Higher crude oil prices and 
an improved performance by 
its Maxns subsidiary helped 
YPF, Argentina’s hydrocar- 
bons group, achieve better - 
than -expected second-quar- 
ter profits of S223m, margin- 
ally above the $ 21 9m in the 
same period last year. 

Second-quarter operating 
profits leapt 55 per cent to 
yxftRra, but were offset by 
higher tax charges and the 
cost of financing the Slbn 
debt associated with last 
year’s acquisition of Maxns, 
a US oil group. Under the 
terms of its 1993 privatisa- 
tion, YPF paid virtually no 
tax until 1906, but in the 
first six months of this year 
it has paid 8152m. 

Operating income for the 
first half rose 44 per cent to 
8680m, though profits 
dropped to S3 68m against 
8402m a year ago. 

Earnings per share for the 
six months fell 8.7 per cent 
to 81.04, but for the second 
quarter rose from 62 cents 
to 63 cents. 

“These results were better 
than the market consensus,” 
said Mr Daniel Tassan-Din, 
director of research at Deut- 
sche Morgan Grenfell in 
Buenos Aires. “We continue 
to have a very positive view 
of the company, which has 
been confirmed by these 
figures.” 

Mr Nells Ledn, YPF presi- 
dent and chief executive 
officer, said the group had 
achieved “record operating 
income” in the second quar- 
ter thanks to “higher crude 
oil volumes and prices, 
improved natural gas prices, 
increased Maxns operating 
income and cost-reduction 
efforts." This “more than 
offset lower petroleum prod- 
uct margins”. 

“We are particularly 
pleased with Maxns ’s oper- 
ating improvement over 
past year,” Mr Ledn said. 

DMG’s Mr Tassan-Din said 
Maxns. which has hydrocar- 
bons operations in the US. 
Indonesia and Latin Amer- 
ica, had benefited mainly 
from higher petroleum 
prices, rather than from dra- 
matic efficiency improve- 
ments. Second-quarter oper- 
ating income at Maxns rose 
40 per cent to 849m from 
last year, while losses after 
financial costs were cat 
from S25m to $9m. 

Nevertheless, investors 
were still awaiting Maxns’s 
expected joint venture with 
a US group in the Texas 
Panhandle and Oklahoma, 
where it processes and dis- 
tributes gas. The deal, 
which YPF had hoped to 
have already concluded, is 
expected to cut costs signifi- 
cantly. 

Although some investors 
remain unconvinced of the 
wisdom of the Maxns pur- 
chase, most believe YPF is 
correct in its drive to 
expand internationally. 

YPF, which was the first 
big Latin American hydro- 
carbons group to be priva- 
tised, is thought to have the 
necessary scale and exper- 
tise to take advantage of 
new opportunities in Latin 
America’s gradually liberali- 
sing ofl and gas sector. 
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MEWS DIGEST 

Coca-Cola Amatil 
up 26% at midway 

Coca-Cola Amatil. the Australia-based soft drinks group 
with bottling interests spanning Australasia. Asia-Pacific 
and eastern Europe, yesterday announced an after-tax 
profit of A $58. 9m (US$45. 7m) for the six months ended 
June 30. This compared with A$46.7jn in the same period 
or the previous year, a rise of 26.1 per cent, and was 
scored on a slightly larger 32.5 per cent increase in sales, 
at A$l.79bn. However, earnings per share rose more 
modestly, from an adjusted HJS cents to 11.7 cents. 

CCA said the profit was struck after A$7.8m of 
retirement and redundancy expenses, mainly among 
senior management, but it also enjoyed an AS8.9m boost 
as part of a damages award won in legal proceedings 
against New Zealand's Lion Nathan. 

On the trading front, the company said the results had 
been “solid”. In spite of particularly poor weather in some 
regions and strong competition. Australia, which remains 
the company’s largest single market, saw an 8 per cent 
increase in sales volume, a 10 per cent rise in sales 
revenue, and a 7 per cent improvement in operating 
profit, at A$792m. 

The Asia-Pacific results continued to be driven by the 
extremely strong growth in Indonesia, although New 
Zealand and Papua New Guinea also performed well. 
Overall, results from this region showed an Increase in 
sales from A$259.7m to AS299-9m, and a rise in trading 
profits from A$27.2m to A$29.lm. 

In Europe, results were boosted by acquisitions, and 
showed sales up from A$503.im to A$&U.6m and trading 
profits of A$10.7m, against A$28.7m. However, the group 
reported growth in most markets and said that the 
Romanian business, acquired in the second half of 1995. 
had made a “strong contribution”. Nikki Tail. Sydney 

ValuJet set to fly again 

ValuJet. the US low-cost airline that was grounded in 
June after one of its aircraft crashed, yesterday reported 
after-tax losses of $9.6m for the second quarter compared 
with profits of $ 16 . 9m a year earlier. But the company 
said it hoped to start flying again in the week beginning 
August 19. subject to the Federal Aviation 
Administration's approval. 

Last month ValuJet said it expected to have some of its 
aircraft back in the air as early as this week, but 
yesterday the company said the timetable had slipped 
because the process of nh tnining clearance from the FAA 
had taken longer than expected. 

Richard Tomkins. New York 

US fertiliser groups to merge 

Arcadian and Freeport McMoran, two of the biggest 
fertiliser makers in the US, announced a merger which 
will create a company with combined revenues of $2bn. 
Arcadian is the biggest maker of nitrogen-based fertilisers 
in the western hemisphere, while Freeport owns 51 per 
cent of Freeport McMoran Resources, a producer of 
phosphate fertiliser. 

Under the terms of the deal, Freeport's shareholders 
will receive one share in a new merged company for each 
share they currently hold, while Arcadian's owners will 
receive 0.658 of a share. Freeport's shares slipped $Y* 
yesterday morning, to $ 36 V*. while Arcadian's stock 
climbed $1% to $ 22 %. putting the stock market market 
value of each company at about Slbn. 

Richard Waters. New York 

Columbia/HCA ahead 13% 

Coltunbia/HCA, the biggest hospital company in the 
US .registered a 13 per cent rise in second-quarter 
revenues to $4.9bn thanks in part to further acquisitions. 
That, and slower growth in its costs, translated into a 16 
per cent improvement in operating earnings to $i.lhn. 

Columbia's latest results were underpinned by a 10 per 
cent rise in revenues at its existing hospital facilities, 
reflecting higher admission levels. Also, the growth of 
lower-cost outpatient care resulted in revenues from this 
area rising to 39 per cent of the total, from 36 per cent a 
year before. 

The Nashville-based company reported net income of 
8364m, or 81 cents a share, compared with a profit before 
one-off items, of $313m, or 70 cents a share the year 
before. One-off refinancing and other costs led to an 
overall loss of 818m, or 4 cents per share, in the 
equivalent quarter of 1995. Richard Waters 

Intel delays P55C launch 

Intel, the leading producer of microprocessors for 
personal computers, said it will delay the introduction of 
its multimedia Pentium microprocessor until the first 
quarter of 1997 but that it does not expect the delay to 
affect PC Christinas sales. 

The microprocessor, known as the P55C, was to have 
been launched in small quantities in the fourth quarter of 
this year. The delay will affect thousands of hardware and 
software companies who are working to produce 
P55C- based PCs and software applications. 

“We had larger demand than we expected for the fastest 
version of the P55C so it made more sense to introduce it 
early next year when we could satisfy the demand." said 
Mr Frank Spindler. Pentium marketing manager at Intel. 

The delay to the P55C should help PC makers in the 
crucial Christmas sales period since it will be easier to 
market PCs using fast versions of current Pentium 
microprocessors that would have otherwise competed 
with a smaller number of P55C based PCs. 

Tom Foremski. San Francisco 

Sudamtex posts 50% increase 

Sudamtex de Venezuela, the textile group, reported a 50 
per cent increase in profit for the year ended June 30 to 
$32. 72m. The advance was achieved on an eight-fold leap 
in sales over last year to $ 169.5m. In addition, said Mr 
Alexander Furth. the Sudamtex president, results 
reflected new investments in plant and technology 
coming on stream, as well as efforts to cut costs and 
streamline operations. 

He added that currency movements and “the way we 
managed our balance sheets and exposure” had also had a 
positive impact on gross profit. Raymond Colit k Caracas 
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Eurotherm settles dispute 


By Tfrn Burt 


Eurotherm, the industrial 
controls manufacturer, yes* 
terday bowed to pressure 
from institutional Sharehold- 
ers by appointing a new 
chairman and reinstating Mr 
Claes Hultman. the chief 
executive ousted in a board- 
room battle last month. 

The company said Sir 
James Haim - former chair- 
man of Scottish Nuclear, the 
generator privatised recently 
as part of British Energy - 
would succeed Mr Jack Leo- 
nard, Eurotherm chairman 
far the past U years. 

Mr Leonard, a co-founder 
of the group, has agreed to 
take early retirement follow- 
ing a campaign by institu- 


tional investors angered at 
Mr Hultman 's removal 
The institutions - led by 
Mercury Asset Management, 
Schraders and Prudential - 
nominated Sir James in a 
bid to restore harmony to 
the Euro therm board- 
in what one shareholder 
described as an unprece- 
dented move, the institu- 
tions said Sir James's arrival 
would clear the way for Mr 
Hultman's reinstatement 
and help the company 
“return to normality”. 

Mr Leonard, who was due 
to retire next February, is 
expected to receive a settle- 
meat based on the remain- 
ing seven months of his con- 
tract He received a package 
worth £206,000 last year. 


Sir James, who plans to 
Spend seven days a month at 
Eurotherm. is exported to 
receive £75,000 a year. , ,t ,h 

He emphasised that, he" 
saw himself as an indepen-., 
dent rather than a non-exec- 
utive chairman and would 
have a say in strategy. 

The row erupted after the 
non-executive directors 
claimed Mr Hultman had 
demanded to be made execu- 
tive chairman, although the 
Swedish-bora chief executive 
has consistently denied that 
ambition. 

Institutional investors 
expressed relief that the situ- 
ation had been settled and 
predicted that Mr Hultman 
would be able to ma ximise Sir James Haim: institutions 


growth opportunities. 


welcomed appointment 


Airtours makes I Metal Bulletin 


Canadian buy improves 39% 


By Scheherazade 
Daneshkhu 


Airtours. the UK’s second 
largest package holiday 
operator, yesterday injected 
cheer into the holiday mar- 
ket with strong third quarter 
pre-tax profits and news of 
its C$2 Lm (Si5.3m) acquisi- 
tion of Alba, a Canadian 
regional tour operator. 

The shares rose 2 Op to 
55lp. 

Pre-tax profits for the 
three months to June 30 rose 
from £13. 5m to £19.7m 
($30. 7m) on turnover of 
£485J2m (£361. 6m). However, 
the company reported a 16 
per cent fall in summer 1996 
bookings to August 3. which 
it said reflected its 15 per 
cent cut In capacity. 

During 1995, margins were 
hit by an excess supply, 
malting it one of the worst 
years for the travel industry. 


The Federation of Tour 
Operators, which represents 
the largest operators, said 
the Industry had cut capac- 
ity by 14 per cent this year. 

Cumulative pre-tax losses 
for the niw» months to June 
30 fell from £2 1.4m to £11.4m, 
of which new businesses 
contributed £4 -3m. The UK 
tour operations lifted pre-tax 
profits for the quarter 56 per 
cent to £10.9m <£7m); at 
Going Places, the group's 
travel retailing arm, they 
edged up to £2.7m (£2. 6m). 

Pre-tax profits in the Scan- 
dinavian business, excluding 
Spies, the Danish tour opera- 
tor acquired in February, 
increased to £5.6m (£3.94m), 
due to a higher percentage of 
sales at brochure prices. 
Spies contributed £500,000. 

The Canadian businesses 
broke even during the quar- 
ter, which is off-peak for 
Canada. 


By Kenneth Gooding, 
Mining Correspondent 


Metal Bulletin, the specialist 
international publisher, yes- 
terday revealed bumper first- 
half profits and a 21 per cent 
dividend lift. 

Mr Trevor Tailing, chair- 
man, said the company 
would produce good full-year 
results but investors should 
not expect profits to grow at 
the same rate in the second 
half. The shares rose 63p to 
£10.63. 

Contributions from a book 
published every three years 
and a conference held every 
two coincided in the first 
half so. while pre-tax profit 
rose 39 per cent from £l_46m 
to £2.04m ($3. 18m). the 
underlying rate of Increase 
was about 20 per cent 

The company planned 
heavy development expendi- 
ture in the second half on 



AMIC 


• Turnover up 10% at R10.7 billion • Total net earnings down 9% at R427 million 
• Total net earnings per share down 11% at 635 cents * Interim dividend maintained at 160 cents per share 

• Headline earnings per share down 14% at 613 cents 


Six aaoath» 

Sx months 

* Year 


ended 

ended 

ended 

R million 

30A96* 

30A95 

31.1295 

Turnover 

10661 

9 704 

20522 

Earnings from operations 

759 

8S6 

1991 

Share ol earnings of associates 

169 

152 

299 

Income from Investments and 
other Income 

71 

66 

184 


999 

1104 

2474 

Interest paid 

267 

157 

397 

Earning* before taxation 

752 

947 

2077 

Taxation 

129 

234 

465 

Earnings after taxation 

603 

713 

1612 

Earnings attributable to outside 
shareholders 

176 

242 

550 

Total net earnings 

427 

471 

1062 

Number of ordinary shores 
In Issue (000) 

68 258 

66 610 

66723 

Earnings per ordinary share - cents 




- Tolal net earnings 

635 

716 

1603 

- Headline earnings 

613 

716 

1569 

Dividend per ordinary share - cents 





160 

160 

160 

-Final 

385 
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COMMENT ON KESUU5 

Turnover for Ihe six months to 30 June 1996 Increased by 10 per cent to 
R10.7 bUUoo from R9.7 billion in the first half ol 1995. However, owing 
largely to the significant decline to international commodity prices and 
substantially weaker local demand lor many of the Amic group’s 
products, particularly In the first quarter, operating margins declined 
from 9.1 par cent to 7.1 per cent. 

As a result total net earnings declined by 9 per cent to R427 million from 
R471 million reported In the first half of 1995. Owning to the increased 
number of shares tn Issue, total net earnings per share declined by 1 1 per 
cent to 635 cents, while headline earnings par share were down 14 per 
cent to 613 cents. A maintained Interim dividend of 160 cents per share 
has been declared. 

The group's net debt/equity ratio has Increased marginally to 31 per cent 
compared with 30 per cent at 30 June 1995 and 27 per cent at 31 
December 1995. reflecting the group's strong balance sheet, 
notwithstanding its participation In a number of major new projects. 
Capital expenditure Incurred during the period totalled RS45 million of 
which R542 mUUoa was cm new projects and the balance od replacement 
expenditure. Forecast capital expenditure on new committed projects 
and on existing pro je cts in the Amic group and Its associates Is now In 
excess of R3.9 bUBon In 1996 money 

During the six months under review, two major new projects were 
officially opened. The K3.5 billion Columbus stainless steel plant. In 
which Hlghveld has a one third Interest, was opened by President 
Mandela m February. In July, the Minister of Trade and Industry. Alec 
Erwin, opened AECTs R250 million lysine plant at Umbogbitwfoi on the 
KwaZuhrNatal south coast 

In March 1996. the Tongaat-Hulett board gave final approval for the 
expansion of the aluminium roiled -products fadltty at Pletennarltzbutg 
following government's agreement to a satisfactory programme of 
phased reduction in tariff protection. The corporation has a 20 per cent 
direct Investment In this major new project with a cost to completion at 
R2.4 bunco. 

in July, Mood announced the acquisition of 100 per cent of the equity In 
HL&H Timber Holdings Limited. Timber Holdings has an annual turnover 
of approximately R900 mfOtoo and comprises the Mining Timber and 
SQvacel woodchip businesses. The acquisition of Timber Holdings will 


enhance Month's long term timber resources and range of value 
added products for the export aod domestic mortals. 

The acquisition, valued at R1 bDBon debt free, was financed from MoodTs 
own cash resources and through an equity Injection by Month's 
shareholders. The total contrib u ted by the shareholders is the (arm at 
equity and loans amounted to R800 mflfion. of which Anile's share was 
R414 million Amlc's Interest In Mondl remains unchanged at 51.7 per cent. 
SOUTH AFRICA'S BUSINESS CUMATE 

The government's recently a nn ou n ced macro economic strategy has 
been widely wdcomed. Business supports the further planned cuts In 
the budget deficit, the maintenance of tight monetary policy, the 
phasing out of remaining foreign exchange controls, the final 
acceptance of a policy of privatisation and a more flexible labour 
market. The accelerated depreciation allowances on manufacturing 
plant, equipment and buildings are welcomed as Is the proposed tax 
holiday on new Investments. It is essential now for government to 
Implement this Jong term strategy without delay, particularly in view 
of South Africa's current falling economic growth rate. 

In the National Economic. Development and Labour Council (Mediae), 
on which business Is represented, discussions continue on the green 
paper and a first draft BUI on Employment Standards. There are 
elements of tills proposed legislation which are harmful to South 
Africa's wish and need to become internationally competitive and to 
attract loret^i Investment tn order to grow the e conomy to the benefit 
of all South Africans. Of particular concent are proposals to phase in a 
reduced working week and to Increase minimum overtime rates. 

PROSPECTS 


As Indicated tn die 1995 Chairman's Statement. Amlc's perf orma nce hi 
1996 depends In part on economic renditions in South Africa and the 
world as a whole Economic growth in South Africa has slowed ki 1996 
and the sharp correction In world commodity prices in the latter half 
of 1995 has continued this year, impacting negatively on Antic's 
earnings for the first six months of 1996 and In particular in the first 
quarter. Early indications point to a somewhat stronger second half, 
with commodity prices leveUlng out and a positive ear ning s 
contribution from a weaker rand with respect to export proceeds. 
Amlc’s policy is not to cover exports, although some limited 
discretion Is allowed. To date. 1996 has seen Increased Industrial 
action, often illegal; with the resultant downward pressure on 
productivity and output levels, bi this climate, notwithstanding the 
positive Indicator?, an Improvement in earnings for the twelve months 
over 1996 Is difficult to forecast. 


CU could 
expand 
in eastern 
Europe 


Abbey National 
advances to £558m 


By Motoko Rich 


By Ralph Atkins, 
Insurance Correspondent 


Internet-based services for 
shipping and metal trading. 
Mr Paul Vincent, finance 
director, said spending on 
this in the first hall was 
about £50.000 and would rise 
to £250,000 in the second. 

It paid £l_2m in April for 
49 per cent of the SeaJSfet 
information service for ship- 
ping and has the option to 
increase this to SO per cent 
in 1998. Sea.Net, originally 
launched by JE Hyde, the 
shipbroker. was also being 
used to help develop Metal 
Bulletin’s wholly owned Met- 
al. Net service. Mr Vincent 
said the Internet businesses, 
for which users paid sub- 
scriptions. were expected to 
break even by the middle of 
next year. 

Cash flow covered virtu- 
ally the entire whole cost of 
the Sea-Net stake. At June 
30 the company MB h»d cash 
of £10-Zm (£9m). 


Commercial Union, the 
composite insurer, is consid- 
ering expansion into Russia 
and the Czech Republic as 
part of a strategy of reduc- 
ing its reliance on an 
increasingly tough UK mar- 
ket. 

The news emerged as Mr 

John Carter, chief executive, 

unveiled a smaller than 
expected fall in half-year 
operating profits from 
£2 48m to £2 16m (8337m) 
after a £56m Increase tn US 
and UK weather claims. 

CU reiterated its determi- 
nation to reduce UK 
expenses by 5 per cent a 
year. It argued It had a 
large cost advantage over Its 
larger rival. Royal & Sun 
Alliance. Mr Cees Schrau- 
wers, responsible for UK 
non-life operations, said: 
“Our strategy will make 
sure that we will be able to 
I wmmtaiw, probably not aB, 
but part of our differential. ” 

Eastern E uropean expan- 
sion would follow the suc- 
cess of CU*s Polish life oper- 
ation, established In 1992. 
Many western insurers have 
| eschewed eastern Europe 
because of the risks 
involved. But Mr Tony 
Wyand, executive director, 
said CtTs success in Poland 
meant “we have a lot of con- 
fidence that we can extend 
this model elsewhere". 

The Czech and Russian 
ventures would probably 
focus initially on life insur- 
ance. Overall, 43 per cent of 
CU's premium income comes 
from life activities, which 
produced a 14 per cent rise 
in first-half profits to 
£H7m. 


Shares in Abbey National 
j dropped i4p to 587p yester- 
1 day, reflecting market con- 
cerns about a frill in the for- 
mer building society's crane 
mortgage market share and 
a staid profit performance in 
its retail banking arm. 

Pre-tax profits in the six 
m onths to June 30 rose 16 
per cent to £558 Wt ($870m), 
masking the sluggish L.6 per 
cent increase to eagim in the. 
retail banking division. 

The company's share of 
net landing in the UK mort- 
gage market fell from 4J2 per 
cent in the first half last 
year to 3 per cent this 
year. 

Lord Tugendhat, chair- 
man, said the group did not 
want to bufld market share 
at the expense of quality 
lending. 

“One of the best things 
this company did was not to 
market share in the 
late 1980s because it meant 
that we escaped much more 
lightly than others on repos- 
sessions, arrears and bad 
debts,” he said. 
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Peter Birch: growth elsewhere offset retail banking side 


The group also suffered a 
net outflow of liquid savings 
of £1.3bn. Mr Peter Birch, 
chief executive, said weak- 
ness on the retail banking 


side was offset by strong per- 
formances in life insurance, 
investment and Treasury 
products, which accounted 
for 43 per cent of profits. 


Liberty Inti pension move 


By Motoko Rich 


Liberty International, the 
newly renamed prop erty and 
financial services group, is 
to launch a pensions com- 
pany in the fourth quarter, 

napl taliaing- on tha customer 

base at its majority-owned 
shopping centre company. 

The former TransAtlantic 
Holdings, which is 69 per 
cent owned by Liberty Life 
Association of Africa, the 
South African insurance 
group, hopes to sell pensions 


to some of the 150ro custom- 
ers of the out-of-town malls 
run by Capital Shopping 
Centres, the retail property 
company in which Liberty 
baa a 72 per cent stake. 

The shares rose 5p to close 
at 868p. 

The foray into pensions 
follows Liberty’s disposal 
last year to UAP, the French 
insurer, of its 50 per cent 
stake in Sun Life. As a 
result, the group has £556m 
cash to invest in new ven- 
tures. It could also make 


acquisitions on the invest- 
ment side. 

An 84 per cent jump in net 
rental income at Capital 
Shopping Centres helped 
raise interim pretax profits 
12 per cent to £56. lm. 

Earnings per share rose 55 
per cent to 13.15p. This was 
largely because of a 15 per 
cent reduction in share capi- 
tal due to the repurchase 
and cancellation last year 
of 40m shares owned by 
UAP. and a reduced tax 
charge. 




Salvesen’s kingsize headache 

T") Salvesen have a After rebuffing Hays’ takeover approach, the 
kmerae headache, directors have a lot to prove, says Ross Tieman 


D irectors of Christian 
Salves en have a 
kingsize headache. 
Having turned down a take- 
over approach worth 4Q6p a 
8 hare, they now have to 
demonstrate that it under- 
valued the Scottish distribu- 
tion and equipment hire 
business — even though ana- 
lysts put the group's 
break-up value as low as 
840p a share. 

That is not to say Salvesen 
was wrong to reject the 
approach. But investors are 
keen for early reassurance 
that the shares do not now 
face three to four years In 
the doldrums. “I think the 
onus is very much upon the 
Salvesen board to justify 
their decision," said one. 

Salvesen is now examining 
a menu of options, ranging 
from a special dividend or 
share buy-back to a 
break-up. to deliver value to 
shareholders. Institutional 
investors remain to be con- 
vinced. “I don’t see this situ- 
ation as finished,” said a 
fond manager. “I it hard 
to see how they can come 
anywhere near the price 
Hays was offering." 

Mr Ronnie Frost the exec- 
utive c h ai rman of rival dis- 
tribution and business ser- 
vices group Hays, has left 
himself a route to renew his 
wooing. 

The takeover panel yester- 
day confirmed that tban'lt^ 
to careful wording of its 
withdrawal state m ent. Hays 
will be able to rebid within 
12 months, provided it 
obtains a recommendation 
from the Salvesen board or 
backing from some of the 
fragmented Salvesen family 
who together control 38 per 
cent of the shares. 

If Salvesen fails to deliver, 
shareholders may thus give 
Hays the chance it seeks. Mr 
Frost timed his approach 
with skill. 

After a two-year courtship, 
he popped the takeover ques- 
tion as Salvesen was nearing 
the end of a six-year 
restructuring. 

Salvesen has come a long 







way from Leith Docks, 
where it made its name over 
the past 150 years in ship- 
ping services and whaling. 

Since his appointment in 
1989, Mr Chris Masters, the 
present chief executive, has 
taken it out of brick-making, 
fruit packing, oilfield ser- 
vices and other peripheral 
businesses. 

In the year to March, Salv- 
esen made pre-tax profits of 
£76. 6m on sales of £7Q0m. 
Specialist distribution, for 
companies such as United 
Biscuits, Vauxhall and 
Dupont, accounted for 54 per 
cent of. profit. Aggreko. a 
specialist hire service pro- 
viding portable power plants 
and refrigeration equipment 
generated 38 per cent, and 
the remainder came from 
food packing, cold storage 
and other food services. 

After a string of profit 
warnings from the group 
over the past three years, 
analysts suggest Aggreko is 
now set for strong growth. 
Expansion into industrial 
markets and continental 
Europe is reducing the vul- 
nerability of distribution to 
price competition among UK 
retailers. 

Mr Frost saw a takeover as 
the springboard to consolida- 
tion of Britain’s fragmented 
logistics industry, and a 


chance to gain critical mass 
in distribution in continental 
Europe, where Salvesen is 
leading efforts by both 
groups to gain ground. "Ihe 
timing was opportunistic." 
says one broker. 

Hays’ history is no less 
chequered than that of Salv- 
esen. From its 17th century 
origins as a wharf operator 
in .the Pool of London, it 
passed through the hands of 
the Kuwait Investment 
Office, and a management 
buy-out led by Mr Frost to 
rejoin the stock market in 
October 1989. 


S ince then, it has 
become a market dar- 
ling, growing fast to 
achieve pre-tax profits of 
£ll0m in the year to June 
1995. on sales of £80EBn. Dis- 
tribution in Britain, France 
and Germany provided 48 
per cent ctf operating profit. 
Of the remainder, 24 per cent 
came from its employment 
agencies, and 28 per cent 
from document storage, mail 
delivery, overnight parcels 
distribution and container 
hire. 

Mr Frost calculated that 
benefits fro m combining the 
distribution businesses 
would enable him to pay 
390p a share for Salvesen. 
plus a special dividend of 15p 


a share. Investors say it was 
dose to the knock-out price 
that Salvesen .would have 
found irresistible. But not 
dose enough. Any higher, 
and Hays’ earnings per share 
would have suffered dilu- 
tion. 

Realising value for Salv- 
esen shareholders will not be 
easy. According to one ana- 
lyst “Organic growth is no 
longer sufficient-” Were it to 
sell Aggreko. analysts say 
Salvesen would face a hefty 
capital gains tax bilL But by 
one estimate, it could fetch 
£45 Om if it were spun off 
through a separate stock 
market flotation. 

Alternatively, they sug- 
gest, Salvesen might be able 
to sell and lease back some 
of Aggreko’s portable plant, 
freeing cash for either a 
share buy-back or distribu- 
tion to investors through a 
special dividend. 

But options for the food 
processing business, 
although outside its core, are 
limited. Prices for such 
operations remain weak. 
According to one analyst: 
“The answer is to run it for 
cash - as Hays would have* 
done." Despite being 
rebuffed. Hays has emerged 
with its reputation intact. 
“They said they would not 
overpay and they have stuck 
to their word,” said one bro- 
ker. 

If a takeover of Salvesen is 
impossible. Hays is expected 
to concentrate upon bolt-on 
acquisitions, for up to £100m. 
to develop its distribution 
business in northern Europe. 
But it may not coma to that 

“I find it very hard to see 
how the Salvesen board are 
going to deliver more value 
to shareholders than Hays 
offered,” a broker said. To 
retain the loyalty of its 
investors, both family and 
institutional, Salvesen must 
first close the credibility 
gap. 


RESULTS 


DIVIDEND: Dividend No. 65 ol 160 cents per share has been declared payable on Friday 11 October 1996 to shareholders 
registered at the dose of business on Friday 30 August 1996. The register oi members will be closed from Saturday 31 August 1996 
to Saturday 7 September 1996. Johannesburg 7 August 1996 


R egistered Office: London Office: 

44 Main Street, Johannesburg 2001, South Africa 19 Charterhouse Street London EC1N 6QP 

Copies ottim fait msvrltn report will be posted to shareiuMm an or about iSAapal /99S and win be aca&atie from Amies Joftarmesbarg and London office*. 
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TECHNOLOGY 


Despite a slow start, machine vision systems are 
making a comeback. Anna Kochan reports 

Inspectors on 
the lookout 



Stock ft Decker find Alloy Wheals are raising levels of customer satisfaction and facilitating production automation 


A long the line the nappy 
comes. Then another. 
And another, and 
soother. More thaw 300 
per minute altogether. The nap- 
pies never stop, but as they 
travel inexorably cm, from one 
production stage to another, thql r 
progress Is surveyed by caiWuUy 
located cameras. 

These axe quality control 
inspectors: they watch for tape 
tabs and determine the presence 
and dimensions of the absorbent 
pad. They inspect the size, shapo 
and contour of the nappy. They 
ensure that they satisfy the strin- 
gent quality standards demanded 
by the customer of the 1990s. 

Ma chi n e vision seems to be an 
obvious solution to the qu alit y 
problem but this young technol- 
ogy has Car from met its original 
expectations. When it appeared 
in the 1980s. it was believed to be 
the answer to every automation 
problem. 

Such ideas were soon to be 
proved false. Industry analysts 
forecast very rapid growth in 
sales bnt thfo was never 
achieved. The new technology 
itself caused widespread disap- 
pointment because it was compli- 
cated to use and extremely 
expensive. 

Fortunately for nappy manu- 
facturers, and others, the vision 
enthusiasts did not despair. They 
persisted with their development 
projects and soon found areas of 
application that not only worked 
but also created profit. Now con- 
fidence in machine vision has 
been gradually restored and the 
latest systems are cheaper and 
easier to use than ever before. 

The past five years have seen 
considerable growth in the Euro- 
pean vision market, says Eric 
Ceyrolle, vice president of Euro- 
pean operations at US company 
Cognex, the world's leader in 
vision. Ceyrolle estimates that 
the market ban grown from ( 20 m- 
$30m f£i2.8m-£l9 jjm) in 1991. 
when Cognex started up in 
Europe, to (200m today. 

At the same time, applications 
of vision have become more 
diverse. Ten years ago, the only 
industries which invested in 
vision were semiconductors and 
electronics, where vision was 
essential. Ceyrolle says: "The 
semiconductor industry needed 
vision because it was handling 
tiny and very precise components 
and because it demands 
extremely high performance. It 
was worth investing in develop- 
ing solutions for this sector 
because there was volume busi- 
ness to be won. Half the Euro- 
pean vision market is still tied up 
in this sector.” 

Having gained experience in 
vision systems for the semicon- 
ductor industry, Cognex went on 


to conquer other markets. The 
medical and pharmaceutical 
industry is the one where vision 
is essential today, Ceyrolle indi- 
cates. It is used for the full 
inspection of label printing qual- 
ity on bottles, for ehneiring that 
intravenous bags are correctly 
assembled, for gauging the sharp- 
ness of surgical needles and veri- 
fying that syringes contain the 
correct amount of product and 
that it is free of contamination. 

Developing a vision solution 
for a specific application does, 
however, demand a heavy invest- 
ment, which is why Cognex 
heads for niche markets likely to 
bring large quantities of repeat 
business. 

As the technology becomes 
more mature, prices are drop- 
ping. Cognex reports that its 
installations, which cost as much 
as $100,000 or (200,000 10 years 
ago, are now down to around 
(35,000. 

A small UK vision specialist. 
Image Industries, recently 


brought out a system at just 
£2*500. “At this price, the user 
has the job of setting up his own 
application but that Is a simple 
tank taking about half a day,” 
says Peter Neve, manag ing direc- 
tor. "In the past you almost 
needed to be a computer pro- 
grammer to develop an applica- 


Ignorance about 
what vision is 
and how it can 
be used is a 
big problem 


tion but that is no longer true.” 
Neve says Image Industries' 
low-cost Checker system can 
accomplish the simpler 80 per 
cent of all industry's vision 
requirements. It can handle up to 
50 inspections per second and is 
likely to be used for checking 
parts and products moving con- 
tinuously on a conveyor. 


Most often, says Neve, compa- 
nies adopt vision technology to 
achieve full product inspection, 
whereas previously they had only 
inspected samples, or not at alL 
“An operator cannot concentrate 
on a repetitive inspection task to 
give a reliable 100 per cent 
Inspection. This is where the 
camera has an advantage.” 

Black & Decker, a typical 
Image Industries customer, has 
progressively introduced vision 
technology at its Spennymoor 
plant in northern England to 
raise levels of customer satisfac- 
tion. Norman Spence, manufac- 
turing engineer, says: “Before we 
used vision to check that all the 
components were present in a 
carton before packaging it up, we 
used to have a lot of customer 
complaints about missing parts." 

Not all vision systems have a 
quality control agenda, however. 
They also facilitate production 
automation. At Alloy Wheels in 
Stroud, Gloucestershire, vision 
has led to a saving of one opera- 


tor per shift and 10 per cent 
higher output, says Dave Smith, 
senior sbopfloor engineer. 
I ns tead of an operator, a robot 
loads wheels to a drilling 
machine. 

But, whereas an operator is 
able to recognise how to orien- 
tate the wheel for dr illing , a 
robot cannot. Thus, a camera is 
needed to view the wheel on a 
turntable, and to calculate the 
rotation of the turntable to bring 
the wheel round into the desired 
orientation. The robot then 
load It correctly. 

These vision applications are 
not isolated cases. However, a 
vast untapped potential still 
exists. Ignorance about what 
vision is and how it can be used 
is a big problem, says Gerard 
Mean, managing director of ITMI 
Aptor, the French systems inte- 
grator. though he believes that 
companies now consider it regu- 
larly as one of the options avail- 
able. even if it Is not often the 
chosen solution. He sees the mar- 
ket as being fairly stable and 
growing at a rate of just 4-5 per 
cent a year. 

One of the difficulties tha t has 
to be overcome before vision is 
adopted more widely is that com- 
panies have to come face to face 
with the cost of the scrap they 
are currently producing, which 
can be rather daunting, says Don 
Braggins, independent vision 
consultant. 

“People are worried that vision 
will reveal that they're producing 
more scrap than they previously 
thought and this will mean lower 
output of good product. But, if 
they stop to calculate the benefit 
of using vision to eliminate 
scrap, they are likely to discover 
that 1-2 per cent of raw material 
costs can be saved, which can be 
a lot of money.” 

For those more complicated 
vision applications where the 
low-cost Image Industries 
approach is inadequate, the Sira 
Technology Centre in Chlsle- 
horst, Kent, has set up the Intel- 
ligent Imaging Programme aimed 
at helping manufacturing compa- 
nies develop their own vision 
solutions without having to 
employ a specialist. It will bring 
the cost of a £50. 000-El 00,000 
Installation down to £10.000- 
£20,000. says BID Simroonds, the 
centre's manager. 

“We’re not developing any 
vision technology. That already 
exists on the market The prob- 
lem for the user is to select the 
best technology available for a 
specific application. Our project 
aims to generate a tool that is 
user-friendly, even for small com- 
panies, and would analyse a 
user's vision application and 
relate it to the technology avail- 
able on the market" 


Worth Watching 



Buckyballs as 
lubricants 

Buckyballs - the 
football-shaped molecules made 
from SO carbon atoms - may be 
able to improve the 
performance of conventional 
lubricants, according to a 
report in today's Nature. 

After their discovery 11 years 
ago, scientists were intrigued 
by their ability to rotate 
rapidly while remaining in 
their lattice position, like 
miniature ball bearings. Bnt 
early hopes that these 
molecules would be successful 
lubricants were not supported 
by experimental evidence. 

Now researchers at the 
University of California at 
Santa Barbara have shown that 
the molecules, known as 
buckndnsterfullerepes. show 
“great promise" as an additive. 
They found that the molecules, 
when dissolved in toluene, 
reduced the frictional drag 
between the liquid and a 
surface to close to zero. 

University of California, 

Santa Barbara : US. tel 805 893 
8407; fax 805 893 7870. 


Spreadsheets 
made easy 

A software tool designed to 
take the drudgery out of 
writing spreadsheets has been 
designed by a newly formed 
spreadsheet specialist. 

The tool, called Interactive 
Forecasting, can speed up the 
development of a spreadsheet 
model by up to 10 times, 
according to Decision Curve, its 
developer. 

The user supplies a formal 
description of the business 
model required, listing all the 
variables and the relationships 
between them. This description 
is sent to an on-line server 
computer at a customer service 
centre, which automatically 
compiles a custom spreadsheet 


-Vanessa Houlder 


for Microsoft Excel or Lotus 
1 - 2 - 3 . The software allows 
computations based on figures 
from within the spreadsheet to 
be displayed graphically as 
charts and graphs. 

Decision Curve: UK. tel ( 0)171 
766 7000; fax (0)171 9306466 


Early diagnosis 
of glaucoma 

Glaucoma is the most common 
cause of blindness in the 
industrialised world. But it is 
difficult to diagnose because 
the patient does not notice the 
deterioration in vision until a 
late stage. 

German scientists are 
developing a technique that 
could reveal the earliest signs 
of glaucoma. It depends on 
detecting the damage to the 
head of the optic nerve that is 
caused by increased pressure 
on it. Laser tomography is used 
to produce images of the area, 
which are analysed using 

image-processing methods. The 

technique was developed by 
researchers at the University of 
Erlangen, software companies 
and the Fraunhofer Institute 
for Non-Destructive Testing. 

Fraunhofer Institute for 
Non-Destructive Testing; 
Germany, tel 3513748252; fax 
3513748219 


Starring in a video 
conference 

Brainstorming over a video 
conferencing link could become 
easier with the development of 
a voice-activated camera device 
that automatically zooms in on 
the main speakers in a room. 

Hie device has four internal 
microphones that locate 
incoming soundwaves. An 
algorithm calculates the arrival 
time of the sound waves at 
each end of the microphones to 
work out the angles at which 
the camera should pan, tilt and 
zoom. A voice processing 
circuit distinguishes h uman 
voices from any other sound. 

PictureTel, the US-based 
developer of the Limelight 
system, says it is able to track 
the position of people as they 
move aronnd during the 
meeting. If more than one 
person is speaking, the camera 
adjusts its pan, tilt and zoom 
angles to include all the 
relevant people in its view. 

PictureTel: UK, tel (0)1753 
673000; fax (0)1753 673010 
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Energy 
on the move 



We are an east German gas merchant company: our day-to-day business shows 
us what ft takes to put the east German economy on the move towards recovery, 
energy. For us, energy isn't just natural gas - even though natural gas is the most 
popular form of energy with consumers, utilities and businesses. For us. If is also the 
initiative, flexibility and commitment needed to put our economy back 
on Its feet. Together with our partners In energy - regional distributors, local 
government ond industry - we have already moved a tong way within a short 
space of time. We are able to supply natural gas via an area-wide network to all 
parts of east Germany - a major achievement which has received international 
recognition. Now we are focusing on the finer details: greater flexibility In gas 
purchasing and the ability to meet growing demand for gas. That makes us the 
right partner for energy. 


Verbundnerz Gas AG . Karl-Helne-JhraBe 10 ■ 04229 Leipzig ■ Germany - Telephone: (00 49) 341 443-01 
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Commercial union 

RESULTS - 6 MONTHS 1996 

Good underlying 
performance 


• Interim dividend increased by 7% to 11.45p. 

i • Pre-tax operating profit of £2 16m (1995 £248m) 
affected by an increase of £56m in weather claims 
j in the US and UK. 


• Strong life business growth and life profits 
up 14% to £11 7m. 

• Good growth in profits from France and the 
Netherlands. 

John Carter, Chief Executive, commenting on the results said: 

"A good underlying performance offset the effect of increased weather 
claims. Excellent progress continues to be made in France 
and the Netherlands and strong growth was produced by our 
worldwide life businesses. " 



r 

6 months 

6 months 



1996 

1995 



Unaudited 

Unaudited 


Total premium income 

£4J569m 

£4,426m 


Operating profit before taxation 

£236m 

£248m 

""". • 

Profit on ordinary activities before taxation r/i 

£280m 

£275m 


Profit attributable to shareholders 

£178m 

£204m 


Operating earnings per ordinary share 

2O.0p 

26.4p 


Interim dividend per share 

lX.45p 

10.7Dp 

; i :u _I 

Shareholders' funds 

£3,990m 

ft! £4 ,074m 

m . V 

Note: (0 Indudes realised investment gahrs before taxaiw » of E64m 11995 £39mt. 
^ (ill At 31 Decanter 1995. 





The 1906 interim report will be cueuLated tc- shareholders on 30 August 1996 and copies can be requested from 
, the Shareholder Relations Service at the address below or by telephoning 0171 283 7500 ext 28866. 


Commercial Union pic, St. Helen's, 1 Undershaft, London EC3P 3DQ 

Internet http://vkww^ommejoaal-uxiion.ao.uk/cu 
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Gilts shrug off Bank’s warning on rates 


By Samar Iskandar 
and Peter John 

UK gilts shrugged off the 
publication of the of 

England’s Quarterly Bulle- 
tin, although the bank made 
clear it was increasingly 
inclined to raise Interest 
rates in order to contain 
inflationary pressures. 

After foiling In morning 
trading, Liffe's September 
long gilt future recovered to 
settle at 108'*. up ■/» and near 
the day's highs. The market 
chose to Focus on the 
short-term outlook which, 
according to the Bank, 
shows that “cost pressures 

are very weak" and retail 

price inflation Is likely to 
fall below 2V» per cent to 
within the target over the 
next six months or so”. 

Analysts at Bridgewater 
Associates, a US-based cur- 
rency and bond management 
firm, said "all indications 
find inflation subdued and 


likely to foil further. . . a sit- 
uation (that Is] very bullish 
for gilts”. In the cash market 
the 10-year benchmark gilt 
rose % to 98 ’-4. while the 
8 per cent bond due 2000 lost 
h to MB*. 

Traders said they saw 
lengthening trades. "Now 
that the market believes a 
rate cut is unlikely In the 

GOVERNMENT 

BONDS 

near future, investors are 
unwinding the short-term 
positions they had put on to 
benefit from a rate reduc- 
tion,” said Mr Simon Briscoe 
of Nikko Europe. They were 
getting out of three to five- 
year maturities and into 
seven to 10-year paper”. 

But analysts also warned 
that although investors had 
chosen to focus on the 
short-term implications, the 
inflation outlook now 


appeared more bearish in 
the long term. In its report, 
the Bank yesterday stated 
clearly that inflationary 
"risks are skewed towards 
the upside”, with retail 
prices reaching an annual 
rate of growth of 2 & per cent 
in 1998 if interest rates are 
not raised pre-emptively. 


Abbot Laboratories poised for $250m debut 


By Antonia Sharpe 

Abbott Laboratories, the 
Chicago-based drugs com- 
pany. is set to ma fcg its first 
appearance in the eurobond 
market today with a $250m 
five-year transaction. 

The maturity of the deal, 
via Goldman Sachs, suggests 
that the bonds will be tar- 
geted at European retail 
investors who are keen on 

INTERNATIONAL 

BONDS 

bonds from top-quality bor- 
rowers. Abbott has a coveted 
triple- Aydouble-Al credit rat- 
ing, which will be reflected 
in file pricing of its offering. 
The yield spread is expected 
to be 16-18 basis points over 
Treasuries. 

Abbott is the latest high- 
quality name to come to the 
eurobond market this week. 


Earlier, Germany's KfW 
issued a $400m 10-year offer- 
ing, and Sweden and Walt 
Disney both launched Swiss 
franc deals yesterday. 

The 10- year maturity on 
Sweden’s deal was relatively 
unusual for the Swiss franc 
sector, but lead manager 
UBS said the borrower had 
opted for that maturity 
because of strong demand 
from investors. The Interest 
was such that the offering 
was Increased from SFXlSOm 
to SFr200m. The bonds 
traded at less 2.45/225 per 
cent, well inside foes of 2% 
per cent. 

Walt Disney’s SFrl25m 
four-year offering was also 
well-received, and traded at 
less L60/1.50 per cent, inside 
fees of 1% per cent. The pro- 
ceeds of both transactions 
are believed to have been 
swapped into dollars at a 
sub-Libor rate. 

Ar ge n t in a returned to the 



■ French OATs proved 
resilient, closing slightly 
higher despite renewed 
weakness of the currency. 
Matifs September notional 
futures closed at 123.62. up 
0.20. in the cash market, the 
10-year yield spread over 
bunds was unchanged at 5 
basis points. The franc’s 
weakness, however, weighed 
on shorter rates. The five- 
year BTAN lost 0.08 at 
101.19, while Matifs Septem- 
ber future on three-month 
Pibar rates closed at 9529. 
down 0.09. Economists ques- 
tioned an announcement by 
the government that it 


■ Traders' unwinding of 
convergence trades helped 
bunds outperform high yield- 
ing markets. The 10-year 
spreads of Italian BTPs and 
Spanish bonos over bunds 
widened by 8 and 13 basis 
points respectively to 318 
and 263. 

■ Supply considerations 
dominated file US Treasury 
market again yesterday as 
the $39bn quarterly refund- 
ing continued. However, 
there was external encour- 
agement from Japan, where 
the director general of the 
Ministry of Finance gave 
assurances over interest 
rates. 

Mr Eisuke SakaMbara said 
the interest rate gap 
between Japan and the US 
was "not in a situation 


New international bond issues 


Goldman Sacha & Co 
JP Morgan O e cu rtBos 
Barclays do Zoeta Wadd 
a Barclays de Zoata Wedd 


Anoint CotfXM Mm Misty Fsoa Spread ' Book-mar 
Bott om m. % % bp 

# us dollars \ 

MMCCT 2. 98-H. CM Aft* l.0Zbn (al) 100.00R Aug 2001 027SR Goldman Sachs & Co 

RapuMe of Argenttns* 500 ( 0 ) 9SLS3F Aug 1899 O0SR - JP Morgan Securities 

Cho Hung Bank? 200 (e) 10000 Aug 1997 0.075 - Barclays da Zoata Wfldd 

Banco Noroeate GO 10.7S* 99.750 Aug 1999 IXIOO *47 6«9t-9S) Barclays da Zoata Vfedd 

Kingdom at Sweden 200 4.60 10240 Sop 2006 2.75 - UBS 

Watt Otsnay Coffl 125 400 102675 Dec 2000 1.75 - Credit Sutasa/Metrtl 

■m etmra* \v \ 

Rabobank Nederland 350 5.375 9905R Sep 2001 025H +54(1) Rabobank Nedertand 

JB-nUIMi FRANCS . ’ 

Menu Lynch & Co I.Sbn G.125 936680 Aug 2002 O07SR +41® CDC/Mtoifi/SocGen 

**u**^wm*. \ : 

Sayariache Verwwbank 100 760 100605 Sep 2001 2X30 - Ham bn* Bank 

Mens Lynch & Cu? 100 (d) 10060 Aug 1999 015 - Marrifl Lynch Inti 

>«mh pounds , . ' . / r' 

Ulysses Socur1tttsatton(e) 50 7.625 996440 Aug 2006 0.3250 +23(894-06) UBS 

Final term*, non-cafiatole unless stated. Yield thread (over relevant government bond) at launch auppBad by load manager. Z 
Hotoing-rato note. tSaml-annuM coupon. R: And ra-offv prtoa; taaa ahawm at re-affar taveL a) MBNA Maatnr Gndt Card 
Trust. Legal maturity: 2004. al) 3-mth Libor +I0bp. a Z) Claas B: SSOm. CMpectad maturity SepOl, 3-mth Ubor +27bp. parFL 
b) 3-mth Ubor +270bp. c| 3-mth Ubor +17Hbp. d) 3-mth bar* bBs +15bp. a) FingUe with KM 40m. Plus 4 days accrued. 9 
Over intarpatBted yMd. Q Lang 1st coupon. 


Telco issue oversubscribed 


eurobond market for the caused spreads on bench- day's $500m offering of three- 
first time since the removal mark Argentine paper to year floating-rate notes of 
last month of the country's widen by 30 basis points, to 274 basis points over Trea- 
economy minister. Mr 330 basis points. The dis- suries showed that investor 


economy minister. Mr 
Domingo Cavallo. which 


330 basis points. The dis- suries showed that investor 
counted margin on yestar- fears have since subsided. 


By Tony Taaeefl 

A $17501 Global Depositary 
Receipt issue by Tata Engi- 
neering and Locomotive Co 
(Telco), the Indian car and 
truck maker, ha* been over- 
subscribed by L5 times, the 
issue’s lead managers said. 

The issue was the third 
large fund-raising from the 
international market by an 
Indian company within a 
week, and may prompt other 
companies to proceed with 
proposed GDR issues over 
the next few months. 

Industrial Credit and 


Investment Corp of India, 
fV|° finanrfal Ins titution, ear- 
lier placed a $200m issue 
with a 15 per emit greenshoe 
option, while Reliance Petro- 
leum. part of the textiles to 
petrochemicals Reliance 
group, raised 8425m through 
a syndicated loan and con- 
vertible bond issue. 

The Telco issue, which 
bad an additional $25m 
greenshoe option, was priced 
at $1425 a GDR. Each GDR 
represents one underlying 
domestic share. 

The pricing represents a 
L8 per cent premium over 


Tuesday’s closing price for 
the underlying domestic 
shares and a 0.8 per cent dis- 
count to Telco's existing 
GDRs. 

The Tata group company 
had raised $115m through a 
GDR issue in 1994. 

The latest issue’s two lead 
managers were Credit Suisse 
First Boston and Merrill 
Lynch. 

Investment bankers said 
that the success of the issue 
represented a continued 
shift towards quality by 
international Investors in 
Indian paper. 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 
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BOND FUTURES AND OPTIONS 


Franc* 

■ NOTIONAL FRENCH BOND FUTURES (MAT1F) FFr500.000 

Open San price Charge High Low Eat voL Open «. 
Sep 123.42 12362 +060 123.74 123.40 90349 193633 

Dec 12206 122.30 +022 122 . 38 122.06 3,715 35620 

Mar 12162 122.10 +025 122.12 12162 568 5,740 

■ LONG TERM FRENCH BOND OPTIONS (MATTF) 


Strike 

Price 

Sep 

- CALLS ~ 
Oct 

Dec 

Sop 

120 

- 

. 

- 

0.02 

121 

2.64 

. 

106 

004 

122 

• 

- 

005 

010 

123 

0.82 

a 

050 

004 

124 

007 

0.14 

- 

068 


1 0.040 Pun 3so . nwu wy* < 


i ». cm 13&014 Pun 144J70. 


■ BUND Fimmes OPTIONS (UFFE) DM25O6OO points or 100% 


Strtce 

Price 

Sap 

Oct 

CALLS - 
Nov 

Dec 

Sap 

Oct 

PUTS 

Nov 

Dec 

9750 

056 

043 

003 

000 

019 

001 

1.11 

108 

9800 

009 

007 

044 

080 

040 

105 

142 

108 

9600 

an 

0-15 

000 

044 

0.72 

103 

1.78 

102 


Strike 

Price 

Sep 

Oct 

CALLS 

Nov 

Dec 

Sap 

Oct 

PUTS - 
Nov 

106 

0-39 

0-44 

0-63 

1-13 

0-23 

1-14 

1-33 

loo 

0-13 

0-22 

0-39 

0-52 

0-61 

1-58 

2-09 

110 

0-03 

0-10 

0-22 

0-33 

1-51 

2-44 

2-56 


Eat vat tatoL Cob 1175 Pud 2556. Premia dev*o open tot, cm 28515 Fkde 22301 


Ecu 

■ ecu bond Rmmes imattf) ecuioaooo 

Open Sen price Change High 
Sap 92.02 9262 +062 92.14 

Dec 9026 8026 - 9026 


Low Eat voL Open tab 
9260 816 8662 

9066 20 505 


Ge rman y 

■ NOTIONAL 


U. OBJBMAN BUMP FUTURES (UFFET OM3SQ6QO lOOtha Of 100% 
Open Seit price Change High Low Eat. vel Open tnt 

97.85 87.89 *012 98.01 97.76 95602 238737 

97.02 97.03 *0.13 07.10 96.98 537 11733 


UK GILTS PRICES 
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■ US TREASURY BOND FUTURES (CgT) 3100,000 32nda of 100% 

Open Latest Change High Low Eat wt Open InL 

Sep 111-18 111-30 +0-11 111-31 111-17 157697 434.633 

Dec 111-OS 111-12 +0-10 111-13 111-05 2672 27.528 

Mar 110-29 110-30 *0-09 110-30 110-29 591 3699 

Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 
<UFFE) YIQOm IQOPrs to 100% 

Open Close Change High Low 6*L voi Open hit. 

Sop 11966 120.02 11961 4785 tVa 

Dec 118.66 118.80 118.62 1327 rVa 

- UFFE bun mo raped on APT. At Open fcoeero figs. roe fer prevtoue Ay. 
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w til Bhket +or- mp low 
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■ NOTIONAL ITALIAN GOVT. BOND ^TP) FUTURES 
flUTTg* Lira 200m IQOttn at 100% 

Open Sett price Change rtgh Low Eat v# Open ht 

Sep 116^5 11638 -056 11633 11635 36579 ' 64786 

Dec 11&20 11539 -053 11830 11530 302 4294 

■ ITALIAN GOVT. BOND HJ1URBB OPTIONS (UFFg UroBDOm IQOBro of TOON 

Strike ' 1 ■" ■ CALLS PUTS — • 

Price Sep Dac Sap Dec 

11*00 030 1.60 042 1.91 

11*60 052 138 034 2.19 

11700 031 1.18 083 347 

Em. voL total, cue Bsn Puts 7312. Preutoua daya open hu Can 01280 Puts 93078 

Spabi 

■ NOTIONAL SPANISH BOND FUTURES (MEFF) 

Open Sett price Change Hltfi Low Eat vd. Open M. 

Sep 101.00 10046 -0.88 101.15 100.41 71.568 54394 


■ NOTIONAL UK GILT FUTURES (UFFET £50000 32nda of 100% 

Open Sett price Change High Law Est vel Open M. 
Sep 108-08 108-08 +0-04 108-13 108-01 45516 148412 

Dee 107-15 107-15 +0-05 107-15 107-15 219 787 

■ LONQ GILT FUTURES OPTIONS (UFFQ £50.000 64ttn a 1 100# 
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-Uwee*OT yMd— •Medken coupon yield- — M#l eoupoayMd- 
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— taOaflkm 10% - 

Aug 7 Aug 8 Yr. ago 


6 Up to 5 year* fl) 19942 033 19937 232 . 448 Up to 5 yie 231 232 32 9 . 037 Q 

7 Over 5 yen* (11)- 18949 O.OG 189.72 134 3.11 Over 5 yrs 3.70 3.70 838 830 a 

8 At stocks Cl 2) 18939 039 18031 138 8.13 
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FT FIXED INTEREST INDICES GILT EDGED ACTIVITY INDICES 

Aug 7 AuQBAugS Aug 2 Aufl 1 Yr ago HjflT Low Aug 6 AugS Aug2 Augl Jut 31 

Oovt Sana. (UN) 9330 9339 9335 9833 9337 9343 9634 9139 Oft Edged bngehn 803 744 943 7B3 843 

Fboed Interest 11332 11336 11X19 11332 11239 112.19 11833 11X74 S-dwy everwge 823 833 823 774 813 

•ter 1098. O ora grows aecuMn Ngh tone mmp a wl o nc 1274 (OauvaBJ. kwr 48.18 (0331/75). f**d Mm* high tone uun pOTOIon : 13337 (21/D1«4), low 6053 P9I01/7O. Basis im 
O overorosni 3ecuWss 157)0/28 wid nwd btoroac 192a 6E aototy Mow rabaead 1874. 
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FT/ISM A INTERNATIONAL BOND SERVICE 
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CURRENCIES AND MONEY 


MARKETS report 


French franc continues to wilt in summer heat 


By Philip Gawfth 


The French franc slipped 

yesterday to a four month 
low on the foreign exchanges 
amid widespread speculation 
that the Bank of France was 
supporting the currency. 

Markets remain sceptical 
about the French govern- 
ment's resolve to continue 
taking stiff economic medi- 
cine, necessary to meet the 
Maastricht convergence cri- 
teria, at a time when the 
economy remains lacklustre. 

The French franc closed in 
London at FFr3.414, from 
FFr3.404. Earlier it had 
slipped to an intra-day low 
of FFP3.4157. 

The D-Mark was stronger 
against most currencies. 
Against the lira it finished at 
Ll.024, from L 1,021. 

Another feature of the 
day's trading was the weak- 
ness of the yen. It finished at 
Y72.67 against the D-Mark, 
from Y72.04. This move 
helped the dollar rally to 


Yior.75. froin Y106.96, 
against the yen. It was little 
changed against the D-Mark 
at DML4829, from DM1.4843. 

Sterling had a better day, 
helped by the release of the 
Bank of England's quarterly 
bulletin, and inflation 
report, which appeared to 
rule out the prospect of any 
near-term cut In interest 
rates. 


■ A year ago analysts were 
predicting a long hot sum- 
mer for the French franc. 
Although It did manage to 
fall from FFr3.42 to FFr8.50 
against the D-Mark between 
August and October, the 
Bank of France was success- 
ful In defending the cur- 
rency and many speculators 
lost money. 


■ Pound fat Haw York 
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Now they - appear once 
more to have the franc in 
their sights. According to 
one New York 'based hedge 
fund analyst, the current 
tensions reflect the diver- 
gences between the French 
and German growth cycles. 
German numbers, such as 
manufacturing orders and 
industrial production have 
recently been on the strong 
side, while unemployment 
has been steady. 

In France, by contrast, 
unemployment continues to 
rise, to 12Vi per cent, while 
business indicators are 
depressed. As a result, mar- 
kets are starting to focus on 
the September 18 budget and 
are asking how the govern- 
ment wflj manage to produce 
a package capable of keeping 
it on track for Maastricht. 
With teachers now threaten- 
ing to strike, there Is also 
increasing scepticism about 
the public’s appetite far fis- 
cal stringency. 

Stronger German data 



One observer said the bank 
had been seen at FFr3.3980. 
FFr3.4025 and FFr3.4055. 


make it more difficult for 
Germany to cut rates. Even 
if it does, the cut Is unlikely 
to be large, and could well 
be devalued by the market 
deciding it is the last 
Mr Mike Gallagher, ana- 
lyst at IDEA, the financial 
markets consultancy in Lon- 
don, said there had been 
numerous rumours of the 
Bank of France Intervening. 


■ Three reasons were given 
for the weakness of the yen 
(which has weakened dra- 
matically. especially against 
the D-Mark, since reaching 
Y69.60 only three weeks 
ago). 

The most important was 
the report in an influential 
Japanese newspaper suggest- 
ing that the Bank of Japan 
was under pressure from the 
Ministry of Finance and the 
US government not to raise 
rates. A report in the same 
paper a few months back, 
about the BOJ considering 
raising rates, prompted the 
yen to rally. 

In a matter of weeks, 
therefore, the situation has 
changed such that the Bund- 
esbank looks less likely to 
cut rates, while the BOJ 
looks less likely to raise 
rates. 

The second factor was 


comments from Mr Eisuke 
Sakakibara. the influential 
MOF official, saying that the 
recent downward trend In 
the dollar was over, as fun- 
damentals had not changed. 
Some observers, however, 
believe that the influence of 
Mr Sakakibara. who is 
closely identified with a 
“strong dollar” policy, is less 
than it used to be. 

Finally, comments on 
Tuesday from Mr Ryu taro 
Hashimoto, the prime minis- 
ter, were also Interpreted as 
setting back the case for a 
rise in interest rates. He said 
an autumn general election 
- which bad earlier been 
seen as reason for raising 
rates, in order to please sav- 
ers - was now unlikely. 


■ OTTER CURRENCIES 
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+0X045 177 - 189 

1X214 

1X145 

1217 

IX 

1214 

M 

12006 

1.4 

. 

- 

1.056300 

- 

- 

- 

- 

- 

- 


- 

- 

- 

(Pear*) 

1 5398 

+0X045 393-404 

1X437 

1X370 

_ 

_ 


_ 

_ 


. 

(RS) 

15507 

+0.0067 590 - 603 

1X609 

1X437 

- 

. 

- 

- 

- 

- 

- 

PS) 

2.1156 

+0X031 146 - 165 

2.1207 

2.1115 

2.1149 

0.4 

2.1113 

OX 

21032 

OX 

83X 

Peso) 

115727 

-0X116 620 - 834 

11X171 

11X538 

- 

- 

- 

- 

- 


- 

tS) 14420 
East/AMea 

+0X045 418 - 424 

15438 

15370 

15414 

ox 

1X411 

02 

1X415 

ox 

98.1 

(AS) 

15856 

+0X033 846-869 

1X920 

1.6809 

1X684 

-15 

1X934 

-15 

2X187 

-1-7 

01.1 

(HKS) 

119266 

+0X283 227 - 305 

11X396 

11X907 

1121BS 

ox 

11X009 

0.7 

11X871 

ox 

- 

(Rs) 

54.6639 

-00712 728 - 562 

55.0360 

545550 

- 

- 

. 

- 

. 

- 

. 

(Shk) 

4.8594 

+0X173 547 - 640 

4.8685 

4X317 

■ 

- 

- 

■ 

- 

. 

- 

(V) 

166.151 

+1.754 030 - 271 

15&34Q 

164.170 

165.426 

52 

163X36 

53 

167X21 

52 

134.7 

(MS) 

3.8383 

+0X110 370 - 406 

3X425 

8X348 

. 

- 

- 

- 

- 

. 

- 

(NZH 

22444 

+0X075 427 - 461 

2X492 

22372 

22484 

-2.7 

22589 

-25 

22927 

-22 

107.7 

(Peep) 

4a4313 

+0.1565 437 - 188 

40X270 

40X312 

. 

- 

- 

- 

- 

- 

- 

(SR) 

5.7833 

+0X169 815 - 851 

5.7899 

57647 

- 

- 

- 

- 

- 


. 

(SSI 

2.1844 

+0X054 831 - 857 

2.1863 

21773 

- 

- 

. 

- 

- 


. 

« 

65375 

+OXSS6 326-423 

6X510 

6X858 

- 

- 

- 

- 

- 


- 

(Woo) 

1255j42 

+3X9 486 - 508 

1256X5 

1251X8 

- 

- 

- 

te 

rt 


te 

(TS) 

42594? 

+0.1544 TSS - 12S 

42.4360 

42X388 

- 

- 

- 

- 

rt 


- 

m 

385934 

+0.1638 794 - 073 

38X080 

38X200 

- 

- 

- 

- 

- 


- 


Europe 

Austria 

BeJpum 

Doimartt 

Finland 

Franca 

Germany 

Greece 


Maty 

Luxembourg 

Netherlands 

Norway 

Portugal 

Spain 

Sweden 

Switzerland 

UK 

Ecu 

SDRt 


(Sch) 

(BFH 

(DKrl 

<FM) 

pFd 

(DM) 

(DO 

<tq 

(L) 

(LFr) 

P) 

(NKr) 

(E®) 

(PM) 

(BKD 

{SFr) 


10.4345 

3DJ5680 

6.7355 

4.4673 

5.0628 

14829 

238640 

135053 

151&54 

303)680 

1.6845 

64064 

152440 

126.055 


-03)102 323-38 fi 
-0025 830-730 
-0OO15 340 - 370 
-0.0163 836-708 
+033108 621 - 635 
-0.0014 826 - 831 
-021 750 - 930 
+00008 045 - 060 
+4.31 90S . 000 
-0.025 630-730 
-00006 640 - 650 
-00072 033 - 094 
+002 390 - 490 
+0.255 030 • 080 
6.6360 +OX45B 315 - 405 

1.2075 +0X01 6 070 - 080 

1.5420 +00045 416 - 424 

1-2657 -0.0011 654 - 660 

0.68560 


104650 104290 
304500 30.5620 
5.7466 5.7325 
44048 44637 

5.0715 5-0548 

1.4873 14815 

238.050 235430 
1.6080 14013 


1525-30 

304500 

14690 

64240 

152450 

126450 

64503 

1.2120 

14438 

12686 


151743 

304620 

14837 

84028 

152460 

125460 

64032 

1.2065 

14370 

12630 


Argentina 
Brad 
Canada 

Mexico (New Peso) 

USA {$) 

PacMc/Middle Easi/Africa 


(Pwd) 

(M) 

ICS) 


04986 


- 985 - 987 
1.(7115 +04014 113 - 118 
14720 -0.002 717 - 722 

74050 -04295 000 - 100 


14002 

14118 

14745 

74100 


04983 

1.0011 

14715 

75000 


Austmla 

Hong Kong 

India 

Israel 

Japan 

Makyua 

New Zealand 

RtOppbtes 

Sauefi Arabia 

Sngapara 

South Africa 

South Koreo 

Taiwan 

ThaEand 


(AS) 

(HKS) 

(Rs) 35/4500 


12877 -04016 873 - 882 
7.7445 -04042 340 - 350 
-0.15 000 - 000 


12903 12870 

7.7383 7.7340 


(St*) 3.1513 +0402 491 -535 


35.7020 35.4000 
3.7565 3-1350 


ff) 1Q7.75Q +0425 700 - 800 


(MS) 

oca 


2.4895 +04005 880-900 
1/4554 +04006 548 - 562 


107420 106.750 
2.4805 2/4685 


(Peso) 262200 +0.025 700 - 700 


T.456S 1/4545 

262700 26.1700 


(SFO 

(SO 

(R) 


17505 


-503 - 507 
1/4166 -04006 161 - 171 
4/4980 +0423 970-010 
(Won) 814.150 -045 000-300 

(IS) 27/4830 +042 880 - 980 

(Bt) 252875 +04325 850 - BOO 


3.7507 17503 

1.4172 1.4160 


44050 4/4800 

815200 813400 


274000 27.4850 


10.4252 

22 

103832 

2.4 

10.1997 

22 

105.1 

30X38 

22 

30.423 

22 

29X83 

2X 

1D6X 

5.728S 

1.6 

5.7125 

1.7 

56435 

12 

107X 

4.4771 

1.7 

44651 

1.7 

44166 

14 

B4.7 

5X45 

1.7 

5.0308 

1.7 

4X63 

12 

108X 

1.481B 

2.0 

1478 

22 

1.4478 

25 

1D8.8 

238.725 

-8.5 

242X75 

-8X 

256X5 

-8.0 

662 

1.6051 

-0.4 

1X059 

-0.4 

1.5975 

04 

- 

1519X8 

-3X 

1528.13 

-3.4 

1550X8 

-24 

76.0 

30X4 

2.1 

304335 

2.1 

29.953 

2.1 

1062 

1X618 

24 

1.6546 

25 

1X229 

2X 

1062 

6.4106 

OX 

640S1 

05 

6X606 

0.7 

97X 

152.735 

-2.5 

153X25 

-24 

15547 

-2X 

95.6 

126X5 

-2.4 

12648 

-22 

128.02 

-IX 

802 

6.5892 

02 

5.5S1S 

-0.1 

6X666 

0.4 

88X 

12024 

35 

1.1949 

35 

1.1614 

3.7 

1122 

1X360 

0.5 

15366 

02 

1.537 

0.0 

83.5 

12675 

-0.7 

12692 

-ax 

1278 

-02 

- 

13738 

0.1 

1X741 

ax 

1X769 

-02 

828 

7X96 

-25.7 

7X81 

-18.4 

9.6445 

-28X 

- 


• 

- 

- 

- 

- 

96X 

12913 

-1.B 

12948 

-1.7 

1.3135 

-IX 

92.1 

7.7394 

-0.1 

7.7412 

-0.1 

7.7682 

-04 

- 

35.75 

-5.1 

36X55 

-51 

37X25 

-54 

- 

10848 

SX 

105X8 

5.0 

101X4 

42 1382 

24899 

-04 

2.486 

-1.1 

2X195 

-12 

- 

14578 

-2X 

14637 

-24 

14883 

-ax 

- 

3.761 

-0.1 

8.7517 

-0.1 

3.755 

-0.1 

_ 

1.4137 

3 X 

1.4077 

2.7 

1X822 

25 

. 

4X235 

-12.7 

4X135 

-122 

4XS1 

-102 

- 

27.478 

-02 

27483 

-0.1 

_ 

_ 

. 

253537 

-4.7 

255575 

-4X 

26.44 

-4.7 

- 
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WORLD INTEREST RATES 


MONEY RATES 

August 7 Over 

nigM 

One 

month 

Three 

rntha 

So 

rntha 

Ora 

year 

Lornb. 

Inter. 

Da. 

rot* 

rate 

Mohan 

3^ 

3£ 

3a 

34 

3C 

7.0) 

2X0 

- 

■reek ego 

3tt 

34 

3% 

3E 

33 

7X0 

2.50 

- 

Francs 

34 

3* 

3C 

■>4 

4\B 

3.55 

- 

4.75 

meek ago 

34 

3%r 

3% 

3% 

44 

3X5 

- 

5.60 

Oarmany 

34 


35 

3b 

3it 

4X0 

2.50 

3-30 

week ago 

3". 

XL 

314 

3a 

3Mr 

4X0 

2-50 

3X0 

Ireland 

5H 

54 

sa 

514 

6 

- 

- 

625 

•reek ago 

54 

54 

54 

an i 

5 : b 

- 

- 

6X5 

Italy 

be 

85 

81b 

64 

8!a 

— 

825 

855 

week ago 

81a 

«3 

83 

94 

8+B 

- 

625 

6.70 

Nsthariands 

2£ 

2£ 

34 

34 

313 

- 

300 

3X0 

week ago 


2fl 

3i« 

3'i 

3't 

— 

3.00 

3X0 

SrsliE Bril id 

21V 

214 

24 

2't 

• «a 

5.00 

1 50 

_ 

week ago 

2te 

V\ 

24 

aw 

2®*» 

500 

1.50 

- 

US 

5V« 

5* 

544 

52 

54 

- 

5.00 

. 

mek ago 

5% 

51b 

54 

58 

6i 

- 

5-00 

- 

Japrai 

il 

V 


■a 

re 

- 

0X0 

- 

week ago 

4 

17 

1b 

ii 

i£ 

- 

axo 

- 

■ t LIBOR FT London 








Interbank Fixing 

- 

5Jf 

sa 

54 

5'i 

- 

- 

- 

week ago 

- 

51’ 

S£ 

S’, 

64 

- 

- 


US Dote CDs 

- 

5.15 

521 

5X1 

5X1 

- 

- 

_ 

weak ago 

- 

5,15 

5X7 

550 

580 

- 

re 

re 

ECU Linked Ds 

- 

4*6 

44k 

-*U 

4*i 

- 

- 

- 

week ago 

- 

44 

44B 


J’-j 

- 

- 

- 

SDH Linked Ds 

- 

3'. 

31b 

3i; 

3*4 

- 

- 

- 

week ago 

- 

31a 

33 


3S ! 

- 

' 

- 


S UBOn enortank fbdng raure ere d ared rum ta £10m quored to me marwi bv four 
mterence banks at iiam eerit weriiM day- The breita ora BoMn Trite. Bonk of Tokyo. 
Pai c te ya and Matanal WesarwiBUrr. 

MU ream ora rimn to me domeeac Money Rasa. US5 CDe. ECU & SCR Limed Deposte rf>st 

EURO CURRENCY INTEREST RATES 

Aug 7 Short 7 doye One Three Six Ona 

term notice montn months months year 


Belgian Franc 

3» 

3* 

3,’r 

■ 3ft 

3ft 

- 3,’j 

3^8 

3*4 

3ft 

3^8 

3ft 

31! 

Danish Krone 

313- 

- 3ft 

3 G 

■3}I 

3% 

■ 3 -It 

312 

3(2 

rift 

3ft 

rift 

4ft 

D-Mark 

3A 

•3ft 

3^ 

■ 3>+ 

3ft 

-34 

3ft 

3A 

3ft 

3ft 

313 

3U 

Dutch Guilder 

2^ • 

- 2* 

212 

■?iJ 

zft 

2 i 3 

34 

2 ft 

3,1 

3 ft 

3.1 

31 S 

French Franc 

3% 

■ 31 2 

3fl 

■3JS 

3J1 

3ft 

3ft 

3)1 

3ft 

3ft 

4ft 

3(2 

Portuguese Esc. 

7ft ■ 

■7ft 

74 

■7ft 

7VJ 

' 7^8 

7ft 

7ji 

7ft 

7*4 

-« 

7ft 

Spanish Peseta 

Hi 

■ 7ft 

71a 

■7ft 

7ft 

■ 7ft 

7ft 

7,1 

i’4 

7*a 

7ft 

7ft 

Sterling 

5* ■ 

■ 5>j 

5% 

•SJ1 

5(2 

■ 5 A, 

5ft 

5ft 

5(3 

5ft 

8ft 

- 6 

Swiss Franc 

2 V 


2ft 

■ 3ft 

2‘4 

■ 2 1 , 

2*0 

2*4 

= >2 

Zh 

2ft 

2ft 

Can. Donor 

4*8 • 

■ 4ft 

4ft 

■ 4>4 

4 Jb 

■ 4 J 4 

4ft 

rift 

ril 3 

rift 

■Us 

■H 

US Dollar 

5ft ■ 

■ 5ft 

5ft 

■ 5ft 

5% 

■ 5ft 

S>8 

5ft 

55 b 

5 id 

b?a 

5(1 

Italian Lira 

B7 a - 

- a* 

9ft ■ 

- eir 


8% 

Bii 

8ft 

8.1 

BIS 

aft 

8ft 

Yen 

u 

■ ii 

ii 

■13 

ft 

- ft 

’4 

*2 

J1 

ft 

ift 

- 1 

Aslan SSkig 

3»4 

3l« 

3h 

- 3*4 

3«2 

3H 

3'2 

3Ja 

3*2 

3ft 

3ft ■ 

3ft 


Short term rates am cob tor the 118 Dolor and Yen orhcrrv two tUv*‘ nonce 

1MA1F) Pans tmmbark ottered rate (FFr 5m) 



Open 

Sett price Change 

High 

Ljsw 

Esl val 

Open tnt 

Sep 

05.87 

95.8 9 

-0.09 

95.95 

95.82 

72.536 

51.623 

Dec 

95.85 

95.88 

-0.05 

95.93 

95.BO 

32,607 

S2255 

(Mar 

95-82 

95.81 

-0.02 

95.86 

95.72 

9.041 

30.896 

■ THREE MONTH EUROMARK FUTURES (UFFE)' DM 1m points of 100ft 


Open 

Sett price 

Change 

High 

Low 

Est. vd 

Open iin. 

Sep 

06.71 

98.69 

-0.01 

96.71 

96 69 

15089 

174034 

Dec 

06.70 

96.68 


96.71 

96.67 

18892 

239514 

Mar 

06X1 

96.48 

. 

96.52 

96 46 

20270 

192547 

Jun 

9621 

9820 

+0.01 

9624 

96.17 

19965 

129813 

■ TMRS MONTH EUR0URA FUTURES (UFFE)' 

' L 1000 m pants of 100ft 


Open 

Sett price Change 

Htfi 

Low 

EsL vol 

Open Int. 

Sep 

01.40 

91/40 

■015 

91X2 

91X8 

1S9S5 

57419 

Dec 

91X9 

91.88 

-0.18 

92.01 

91X5 

12508 

4O410 

Mur 

9221 

92.14 

-0.13 

9226 

92.15 

4223 

22183 

Jun 

9222 

0220 

-0.10 

92.30 

82.21 

1001 

14468 

■ THUS MONTH BIRO SWBS FRANC FUTURES (UFFE) SFrl in porta df 100% 


Open 

Sett price Change 

High 

Law 

Esl val 

Open Int. 

Sep 

97.58 

97.63 

+0.03 

97.64 

97.56 

6087 

31353 

Dec 

97.50 

97X5 

+OJM 

97X8 

97.46 

6845 

27226 

Mar 

9729 

97.36 

+0.04 

97.38 

9729 

734 

10543 

Jun 

97.04 

97X7 

+0.05 

97.08 

97.04 

105 

3075 

■ THREE MONTH EUROYEN FUTURES (UFFE) YIODm points of 100ft 


Open 

Sett price Change 

High 

Low 

Est. vot 

Open Int. 

Sep 

9928 

9928 

+0.11 

9928 

9927 

354 

0 

Dec 

99.02 

99.03 

+0.14 

99.04 

93.02 

534 

0 

Mar 

08.76 

98.75 

+0.14 

98-76 

98.76 

20 

0 

■ THREE MONTH ECU FUTURES (UFFE) Ecu 1m points at 100% 



Open 

Sett price 

Change 

High 

low 

EsL vo) 

Open InL 

Sep 

95.54 

95.53 

-a 05 

95X8 

95X2 

1771 

9002 

Dec 

95.56 

95.55 

-0.04 

95.60 

95.54 

1036 

5028 

Mar 

95.44 

95.45 

-0.02 

9S.47 

95.44 

355 

2855 

Jun 

9528 

8528 

+0.01 

9528 

9528 

53 

2855 


UFFE lubna abro traded on APT 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Aug 7 OFT OKr FFr 

DM 

K 

L 

H 

NKr 

ES 

Pta 

SXr 

SFr 

E 

C$ 

s 

Y 

Ecu 

Prtgtam 

(BFi) 

100 

18.78 

16X6 

4.852 

2X39 

4870 

5445 

2QX8 

498.7 

412.4 

21.70 

3.960 

2.121 

4/468 

3X71 

352.6 

2X84 

Denmark 

(DKr) 

53X0 

10 

BX27 

2.588 

1X87 

2849 

2X03 

11.17 

265X 

2108 

11X7 

2105 

1.131 

2X93 

1.744 

187X 

1X77 

Franca 

(Fft) 

eoxa 

11X3 

10 

2.929 

1X31 

3001 

3X88 

12.65 

301.1 

243.0 

13.10 

2X8S 

1X81 

2.710 

1X75 

212.9 

1X60 

Oarmany 

(DM) 

20X1 

3X67 

3-414 

1 

0420 

1024 

1.122 

4X20 

102X 

85X0 

4/473 

0X14 

0/437 

0.825 

0.874 

72-87 

0X33 

Ireland 

TO 

49.05 

9X03 

ai24 

2X80 

1 

2438 

2X71 

10X8 

244.6 

202X 

1065 

1X38 

1.041 

2X02 

1.605 

172.9 

1X87 

«■» 

04 

2.012 

0.377 

0X33 

0X88 

0X41 

100. 

0.110 

0422 

10.03 

8X97 

0437 

0-079 

0X43 

0.090 

0.068 

7.093 

0.052 

Natberiande 

(FD 

18.38 

3445 

3-041 

0X91 

0X74 

812.7 

1 

3.848 

91X9 

75.73 

3X85 

0725 

0390 

0X24 

0.801 

64.74 

0/474 

Norway 

(NKr) 

47.72 

8X52 

7X03 

2X15 

0973 - 

2372 

2X96 

10 

238X 

1908 

10X6 

1X85 

1.012 

2.142 

1X81 

168X 

1X33 

Portugal 

<&> 

20X5 

3.782 

3X21 

0X73 

0409 

990B 

1X82 

4X02 

100. 

62.89 

4X51 

0792 

0.425 

0X00 

0X56 

70.89 

0X18 

Spain 

(PUD 

24X5 

4X49 

4.018 

1.17B 

0.494 

1205 

1X20 

6.082 

1209 

10O 

5X82 

0X58 

0X14 

1X88 

0.7B3 

85^9 

0.827 

Swadan 

CSKr) 

46X8 

8.845 

7X31 

2X38 

0X39 

■2290 

2X09 

8X57 

229X 

1900 

10 

1X20 

0X78 

2X88 

1X07 

1625 

1.191 

Switzerland 

(SFri 

2X32 

4.750 

4.183 

1X28 

OX16 

1258 

1X79 

5X06 

126X 

104/4 

5.404 

1 

0X37 

1.136 

0.828 

89X0 

0.B54 

UK 

W 

47.14 

8X44 

7X07 

2X87 

DX61 

2343 

2X67 

9X79 

235.1 

194.4 

10X3 

1X82 

1 

2116 

1.542 

1B6X 

1X1B 

Canada 

(C» 

22X8 

4.180 

3.690 

1.061 

0454 

1107 

1X13 

4669 

tii:i 

91X7 

4X35 

0.880 

0/473 

1 

0.729 

78X4 

0.576 

US 

m 

30.57 

5.735 

5.053 

1.483 

0X23 

1519 

1.665 

6.407 

152X 

1201 

6.634 

1X08 

0.849 

1X72 

1 

107X 

0.790 

Japan 

ro 

2B.3G 

5X21 

4.B97 

1X76 

0.578 

1410 

1X45 

5X44 

141X 

117.0 

0155 

1.120 

0.602 

1X73 

0X28 

ioa 

0.733 

Ecu 


38.70 

7X61 

6/410 

1X78 

0789 

1824 

2.108 

B.111 

193.0 

1508 

BX99 

1.529 

0.B21 

1.737 

1X88 

138X 

1 


Morwe fll arr Kroner, raid Sweden Kronor por 10: Datyhei 


Danlak Kroner. Frenc/t Franc. 

■ 0-MARK FUTURES (IMM) DM 125.000 par DM 


Franc, Van. Escudo. Lka and Peseta per 100. 

YEN FUTURES 0MM) Yen 115 per Yen 100 


■» 

Open 

Latest 

Change 

High 

Low 

ESL vol 

Open Int 


Open 

Infant 

Change 

High 

Lpw 

Est vol Open int 

Sep 

0.6751 

0.6749 

-0X004 

0.8759 

0.6739 

15.078 

68X03 

Sep 

0X415 

0X332 

-0X062 

0.9425 

09325 

11X92 

65X13 

.. Dec 

0X791 

0X793 

+0.0001 

0.8785 

□.6790 

S2B 

3. IBS 

Dec 

0X485 

09448 

-0X083 

09485 

09446 

584 

5.189 

i Mar 

- 

0X834 

- 

- 

- 

21 

633 

Mar 

- 

09642 

- 

- 

- 

2 

124 


■ SWISS FRANC FUTURES (IMM) SFr 125.000 P6T flfr 


■ STBVLHQ FUTURES (IMM) ES240C per E 


Sop 

0.8324 

0X2S3 

-CL 0029 

0X334 

08280 

10X17 

38X68 

Sap 

1X380 

1X424 

+00058 

1X434 

1X370 

Dec 

0.8370 

0X365 

-0.0023 

OX378 

08358 

259 

2X90 

Dec 

1X430 

1.5400 

+0.0034 

1X430 

1X400 

Mar 

0.8439 

0.8439 

-0.0019 

08439 

0X438 

10 

99 

Mar 

- 

1X368 

- 

1X430 

1X360 


13460 47.856 

82 1231 

3 8 


UK INTEREST RATES 


EMS EUROPEAN CURRENCY UNIT RATES 


LONDON MONEY RATES 

Aug 7 Over- 7 days Ona Three Six 

night notice month months months 


One 

year 


In w roank Shsrtng 5^-5 5% - 5% SII - 5fJ 5<i - 53, 5% - 5\ 6,1 - 612 

Storing CDs - - gj-^Mj-SUsir-sfiSiI-s^ 

Treasury Bate - 5Si - 5» 5& - Sft ■ 

Bank Bats - - 5ft - 5H 5*i - Sft . 5ft - 5& - 

Local authority daps. 513-51} 5* - 5** 5|3 - Si SB - 6ft 5ft - 5ft 8A - 5ft 

Discount Market dago Sir - 5^+ 5(2 - Sil 


UK clearing hank base lencfing rate per cent from Jlfte B. 1996 

UP to i 1-3 3-6 6-9 9-12 

month moral! morflhs mortis months 




Certs ot Tax Bap. eriOOXOO) 3*2 5*2 5 5 

Care, ot Tee rteo. imW Ct 00.000 la 5‘axi tJapor ^ wfl hmwin fo r rart 1 
*tw>. under m» q» dbEOum on Aun 2. 6J534Bpo- 6CQO tad m Slip. Export Fhan. iteTw 
w^^TKK^itebrriMMen use to Sep 24. IBSBl Briwmoa a B ■ 
TJXpc. nerwiom mm fcxpertod Am 20. 1006 to Jray 91. 100(5. Sctvatnee WAV 5J911pc. 
Finance KkxoM Bme Rate Bpc from Aug 1. 1996 

■ TUB— MONTH CTlBLBtO W7TUWB (IJFFE) E500.000 polwa of 100% 


Sep 

Dac 

Mar 

Jun 

Sup 


Opart Sett price Change 
94.28 9422 -045 

0042 94.16 -045 

94.02 93.96 -0.04 

93.89 9164 -042 

9130 9325 -002 


Wgh 

9427 

9423 

9443 

93.70 

9341 


Low 

9420 

94.10 

9348 

93.58 

9320 


EbL wri open InL 
17712 77488 

42688 106089 

23058 67459 

13003 44418 

2788 31432 


an APT. A l Opon tterwst tlga. am ter prarimm day. 

■ SHOOT S1KRUNQ OOTIOWS (UFFE) 9300400 poWs Of 1Q05i_ 


Strike 

Price 

Sep 

- CALLS 

Dec Mar 

Sep 

PUTS 

Dec 

Mar 

9400 

0X9 

0X7 

0X7 

0.01 

Oil 

091 



0.13 

D.16 

0.08 


0-45 

0450 

0.01 

005 

009 

0X9 


0X3 

Esl ret. tetor. 

Cate 12754 Pub 1288. 

Previous do/s opwi Inu Cto 

133828 PUS 



Aug 7 

Ecu can. 
rates 

Ran 

against Ecu 

Change 
rai day 

ft ♦/- from 
con. rare 

ft spread 
v weaken 

Dtv. 

bid. 

Netherlands 

2.15214 

2.13346 

-000134 

-0.67 

2.13 

6 

Spain 

162X93 

161X69 

+0.111 

-0X7 

1X2 

4 

Belgium 

38.3960 

39.1848 

-00394 

-0X4 

1.78 

4 

Germany 

1X1007 

1X0116 

-0X0223 

-0.47 

1.72 

5 

Austria 

13/4383 

13.3791 

-00156 

-0/44 

1X9 

3 

Portugal 

195.792 

190458 

-0057 

-017 

1/42 

1 

Ireland 

0.792214 

0.798355 

+0000724 

0.78 

047 

-5 

Denmark 

7X8580 

7XS00S 

-0.00661 

0X8 

0X6 

-a 

France 

6.40808 

6/48S84 

+0012 

1X5 

0X0 

-10 

NON ERM MEMBERS 






Orteot 

282X87 

304.125 

+0X38 

3X4 

-2X0 

- 

Italy 

210015 

1947X8 

+5X8 

-7X4 

9XT 

_ 

UK 

0786652 

0831083 

-0.000869 

s.es 

-4.17 

- 


Ecu eaftri MM eel by Iba European Caritetasn. CUmncaa «a it rtescandlne mUM mengtti. 
Pnemape cMng« am to tEruBpcutkie change drte ~ - — 


ffet petcar to BB dfltrmca b et —an me actual mortw and Ecu oaeate letae to a 
cutmncy. and tfta uauavun pa ma sad parereoge u eni a fl u ti ct me curmncYS marten tae tom ca Ecu 
central rate. 




Strike 


CALLS 


PUTS 


Price 

Aug 

Sep 

Oct 

Aug 

Sep 

Oct 

1X30 

0X9 

1.44 

1X2 

023 

0.76 

1.16 

1X40 

043 

0X1 

1X1 

0.72 

1X5 

1X4 

1X60 

013 

0X4 

091 

1/41 

1X7 

2X3 

1X80 

n ro 

0X8 

0.74 

- 

2.56 

- 

1X70 

- 

0.11 

0X1 

- 

3X9 

- 


Pmtdrui dayN voL, Cali 6^87 Puca 4^36. Pmw. day's open hu Cate ttSJtS Puts 144211 


■ THREB MONTH BMODOUJUR (IMM) Sim pants of 100% 


BASE LENDING RATES 



% 

Adam 6 Company 

S» 

Atari Trust Bank 

6.75 

AIBBonh 

5-75 

Henry Anebocha 

5.75 

Bank at BbrxS) 

575 

Banco BtoaoVUeayfl 

5.75 

Bonk of Cyprus 

575 

(talk of Mand 


Bark of IndB 

575 

Bpnkoi Sersmnd 

5?H 

Bra days Bank 

575 

Brit 8k cf MB East 

575 

•Storm Shffeyt Col# 

575 

CatankNA 

5.75 

CfydrnriQkrBar* 

575 

Tha CMpeiatlvO GonkS. 75 

CowteACo 

575 

Crodr Lyorwitt 

575 


% 


Cypnts PoputerOonh 5.75 
Duncan Lmrrrie 5.7S 
Exeter Bank United 175 
Financial &Oen back 7.00 
•Robert Ftanring & Co 5. 75 

Girobank 5.75 

•Oirntsc Mahon 5.75 
HflWb Bank AG Zutfch 5.75 
• H ambies Bonk 5.75 
Harttatte & Gen Vw Bth.75 
■HOSSikrt 5.76 

G. Hoan 6 Co 5.75 
Hongkong * Shanghai 175 
Jufam Hodge Bank 575 
•UopddJtaophSScre 175 
Uoyds Barrie 175 

Udtjwal Bank Ltd 5.75 
MkfrondBank 5.75 


*Wtoure Crack Com 8bo 
5.75 
175 

Royal Bkal Scotland 6-75 
•Sktgsr S FrWSonder ITS 
•SmNi&WBmsnSocGlTS 
3ct*fch Widows Bark 5.15 
TSS 5.75 

UnNad Bank o> KiMBtt.175 
UriqrTtunBafritPic 175 
Western True! 173 
WhhaBtniy Ladanr ITS 
VtataHreBenk 175 


• Members of London 
bMEtrnmSanHng 
Aawdaflon 

* friadmlnblrsBon 



Open 

LatB5t Change 

Wgh 

Low 

EsL vol open int 

Sep 

94/03 

84.44. +O01 

94.45 

94.42 

32X72 

386,445 

Dec 

94X0 

94X3 +0.02 

94X4 

94.19 

48.043 

445X58 

Mar 

Q*xa 

94.12 +0.03 

94.14 

94.08 

43.628 

283.334 

■ OS TREASURY BBJ. FUTURES 0MM) Sim per 100ft 



Sep 

94X4 

94X4 +0X2 

94X6 

94.94 

199 

7X00 

Dac 

94,81 

94.82 +0.02 

94X2 

94X1 

B 2 

1,735 

Mar 

- 

94.70 

94.70 

- 

10 

580 

Al Open Moran ngs. an tor prMouB coy 





■ EUROMARK options (UFFE) OMIm points of 100% 



Ct4bra 


JMJII B A 



Ol || <2 — r 


vUW 

Price 

Aug 

Sep Oct Dec Aug 

sep 

Oct 

Dec 

9860 

0X0 

021 0X3 0X6 

am 

0.02 

0.05 

0X8 

9875 

002 

0X6 CL08 0.11 

008 

oil 

0,15 

0.1 B 

9700 

0 

0.01 0X3 " 0X4 

031 

032 

035 

0X6 


&L voL aant. Cate 4990 Pin esill. Pmvtoua dey3r open rt- Cate 3401S2 Putt 
■ EURO SWISS FHANC OPIIOWS SPr ini points of 10096 


311008 


Strike 

Price 

Sep 

- CALLS - 
Dec 

Mar 

Sep 

- PUTS - 
Doc 

Mar 

8775 

0.05 

an 

0.12 

017 

031 

OE1 

9600 

0.01 

0X6 

0X6 

038 

050 

070 


EsL teL ton*. Caris 0 PWt* ib. Pmraouo dqin open rt.. Cab 9218 Puts 5662 
■ BROUBk OPTWUW (UFFE) LIQOftn prinia of 100% 


Strike 

Price 

9125 

9109 

9175 


sep 

- CALLS - 
Dec 

Mar 

Sap 

— PUTS “ 
Dee 

Mar 

0X8 

076 

1X3 

0.11 

013 

014 

0.13 

057 

0X3 

023 

019 

019 

0X6 

0/40 

066 

040 

027 

0X7 


Eat vol tart Cute 1286 Pin iotas. Prevtoua da/a open «l, cate 7942 Puts 33666 


FUTURES 
OPTIONS 
& FOREX 

PIOWTE CLIENTS 
WELCOME 


Berkeley futures limited 

58 DOVER STREET, LONDON WIX 3RB M 
TEL: 0171 629 1133 FAX; 0171 495 0022 HQ 


Union 


i L Tl K ES - O EDO \S - FO R E X 


Limited 


24 HRS 

Contac t; Duncan Dunn 
TfcL: 0171 329 3030 Bax: 0171 329 054$ 
Int c r ngt : htrp-J/ywBr.tcxtpccom/niartcta/i 


AriordabJu rcaMimc equities, futures, options ;md news 


iVIarket-Eye 


FREEPHONE OSOO 321 321 FAX 0171 398 1001 - L '-‘ 


sEcimrriti and ruiuets LtMircn 
Ux Bon. OSItetoi hewex ImterBSA US 


TEL 0171 417 9720 
FAX 0171 417 9719 



x Margined FOREX 
S3 Disclosed Commissions 
‘ The rate ive trade is 
C the rate you qct ' 


lECUHtriEI AMD FUTURE! UMIIEP 

IMM Hcuie, I2G Hmtxey Faaxri 
London BSatim 


1 KWBHT-fUDOffl’S FUTURES MARKET DA1AKTT FROM $S70 

O trtw wrem mam EtenHto onto nriti O DateteCtentoiSctenlad.Bi 

Ma MahtrtMi 

1l|HWteB|BtanlUmiMiM O E B_ arte Eteemra Ptfcr Ittetete 

to glnxam-VWll.TB Reel StraeLLnarteiK<T lift l6t«4< (01171 MZ40C 


o Off 

o 


i WANT TO KNOW A SECRET? S 

The LD.S. Guam Seminar will show you how the markets REALLY 
work. The amazing trading techniques of the legendary WJ5. Gam cat 
increase your profits and contain your, losses. How? That's the secret. 
Book yonr FREE place. Phone 0171 588 5858, 


FUTURES 


\ INDEX 

FINANCIAL 


- TAX FREE 

0171896 0011 u 



Petroleum Argu 1 




Petroleum Argus 



m 




Futum. Options it 


1tLat?l 702 /«i 
Far 0171 49061 IS 


J£fasLjg3m& 


Get reaMiM tpotes. Forex rates 
aed bms headlines n ynr PC «fBi 
■ StasaH For mare fainrua t to B cdl 
44 + 171626 6101 ext. la 



Notice to Bondholders 


KOLON 



0 hmpre>m>tn A. RrputttcqfKcm wall 

(the “Company') 


U.S. $50,000,000 
0J25% Convertible Bonds due 2004 (Old CB) 
U.S. $40,000,000 


0^5% Convertible Bonds due 2003 (New CB) 

(the “Bonds') 


NOTICE 15 HEREBY GIVEN to the holders of the Bonds that the 
rights issue, which was resolved by the Board of Directors on May 
10, 1996, was dosed on August 6, 1996- Pursuant to the provisions 
of the Trust Deeds constituting the Bonds, the Conversion Price ol 
the Bonds is adjusted from Won 46.334 (Old CB) and Won 22,842 
(New CB) 10 Won 42,610 (Old CB) and Win 21.006 (New CB) 
respectively effective on July 25, 1996. 


The Chase Manhattan Bank 
far and on behalf of 
Kolon Industries, Inc. 
AugustB. 1996 


CHASE 


US$175,000,000 
Floating rate depository 
receipts due 1997 
issued by 


The Law Debenture Trust 
Corporation pic evidencing 
entitlement to payment of 
principal and interest an 
deposits with 




BANCA Dl ROMA 

London Branch 


Notice is hereby gioen that the 
receipts will bear interest at 
5. 76875% per annum from 
8 August 1996 to 10 February 
1997. Interest payable on 
ID February J 997 unP amount 
to USS2,9S0.S2 per USS 100.000 
receipts. 


Agent: Morgan Guaranty 
Trust Company 


JPMorgan 


LEGAL NOTICES 


GOLD MINTS OF KALGOORL1E 
LIMITED 

l ICN 004 »3 5*51 LK$a5jmUNW 
7Yi per cent. Subordinated Convertible 
Boote due 2W» (the -BomWi 
KCTICC a tanetw P«u Is #■ haUm or +x jTvn rr 

Honk idle dui iLr pmviah lor a 

merger b) wrpjr oi a S+hcmc ref 4rrea(fnrti( 
i fc Icl»ctiie-| bciACEn tiolil Miacii nl Kilfui’ik 
LivUcd iibe -C*xapjnj~* and Numjadj Mnuif 
LtfVMrtl rSML“ ridnird w = he rtfttnamn Irdcf 
u- Bcndnldm d d rt \ Frtmivy ilhr “Lettet”! 
ta*c been K*i*nL 

If Ar SJmc ii akr*c4 the Ciwujwij >nMd trofle 
9 wN ila y 4l NML and dr Cooifiam +4 1 ittfUEif tfw 

Trance oi Ur Bends I-.* cuidte its pg 8 <n utin a 
S^lmititral Tm»i EfcoJ ilainl 22 Man* lv% la 
30V to Or CDMBdhll rt SML m the Coaifkmy mo 
tlmu uk UrmdL nu) br u m w tal tm dr utr 
eemu juried m rf* Lena hWng *72 jTO fully pata 
vedkmv dares n# aS each an *JML I or nwh r.M 
lOUl pnttO|rtl ncMi ot Ihe Bfnk and dr preticril 
hyNMLrt Dfina«ecd drUadk 
The Leun and an nfiautro note tlrviibn^; dr 
lean to dr anpQBl Sdkrae {alvaf riifa a 

f inn Bam ml C*npa'> Cmpnir 
furnace LtaitoJ 0» a nnUdcf l dr irfraol pruppuh 
ID br m (Ac heal Mrirxh at the HmUnUcni lie 
available for crilnum by B^ndltoldm Irto xbr 
Mdirsftri ot ihe PfyiTip and CtltUhion a^ntti. 
om¥r. Banff Ocodfak da U acmf agg S.4. 14 Rue 
Akfr in/m . Wl LunmltiMiTL and Ocneralc Batk J 
MflBpaAlftK. I COD Bnnacfr- ftdfm 
EWofc IhAlfKl J 4 ^ 

Tte NOTICE d pTcn N frC cmu y 


BONGRAIN S.A. 

Net sales for the first half year 1996 


BONGRAIN generated consolidated sales of 
FRF 5.1 bn during the first six months. The 
increase is 2.43% in comparison with the same 
period of 1995 and in same consolidation 
structure. 

Measured with constant exchange rates, the rise 

is 2.82V 


> 
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LME options bloomer 
causes red faces but 
“minimal” losses 


By Kenneth Gooding, 
Wining Correspondent 


Somebody either forgot to 
push the right button or 
pushed the wrong button at 
Metal lgeseUschaft’s metal 
trading organisation in Lon- 
don yesterday and the group 
faced the possibility of losing 
several million pounds of 
profit on its copper options 
business. 

This caused something of 
a sensation among London 
Metal Exchange traders 
when they realised that MG 
had cot exercised profitable 
options representing very 
large tonnages of copper at 
the appointed hour yester- 
day morning. 

By the middle of the after- 
noon. however, MG's manag- 
ing director Mr Michael 
Hutchinson was able to 
report that the vast majority 
of counterparties had 
accepted that there had been 
a technical hitch within 
MG's internal systems and 


had agreed to pay up. 

M It is very pleasant to 
work In an environment 
where gentlemanly conduct 
still prevails.'' he said. 

He insisted that MG’s 
potential losses from the 
problem were “minimal". 

Traders said there had 
been other, very occasional 
instances of similar prob- 
lems with the LME’s option 
business. Some suggested 

the exchange’s manual sys- 
tem was creaking under the 
strain of having to handle a 
growing amount of business. 

“I am sure the LME will 
investigate its whole options 
declaration system after 
this," one added. 

There were some rumours 
that two big trading houses 
had aggressively refused to 
join their gentlemanly rivals 
and had told MG in no 
uncertain terms that they 
would not pay. This won no 
plaudits among other market 
members. "It is not hing 
short of disgraceful to say 


that these options were not 
valid because of a technical- 
ity. They were deeply in the 
money and all the counter- 
parties - if they were trad- 
ing properly - would have 
taken steps to cover," said 
one trader. 

Another said it was "stu- 
pid” for brokers to pretend 
they did not have to pay 
because of a technicality. 
His organisation agreed 
promptly to pay up - on con- 
dition that, should it meet 
with a similar accident, MG 
would reclprocate. 

Dealers said MG failed to 
declare deep in-the-money 
copper “put” options at 
between $2,400 and $2£00 a 
tonne and in the money 
"call” options at $2,000 a 
tonne. Some suggested MG 
also failed to declare ln-the- 
money nickel "puts" at 
$8,400 a tonne. 

Mr Hutchinson said MG 
was last night stDl attempt- 
ing to find out exactly what 
had gone wrong. 
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Outokumpu plans 
$ 110 m zinc boost 


China expects 
record harvest 


Sugar pact chief sees downward pressure on prices 


By Kenneth Gooding 


Outokumpu, the Finnish 
mining and metals group 
that last year completed a 
Fm 1.62 bn (USS360m), three- 
year programme to expand 
copper and nickel produc- 
tion. is now turning its 
attention to zinc. 

The group is to Invest 
FrnSOOm to boost annual zinc 
production capacity at its 
Kokkola plant in Finland by 
about one third, from 170,000 
tonnes to 225,000 tonnes by 
the end of 1998. 

Kokkola already accounts 
for about 3 per cent of global 
refined zinc production and 
Outokumpu said the invest- 


ment would secure its com- 
petitive position "Car into the 
future”. 

The company said it would 
use a new technology it had 
developed - a direct method 
of leaching zinc concentrates 
(an intermediate material). 
This would improve produc- 
tivity and bring down pro- 
duction costs. 

Outokumpu also provides 
about 1 per cent of the 
world’s copper supply and 3 
per cent of the nickel. The 
Fml.Sbn programme, the 
biggest in the group's his- 
tory. lifted its copper smelt- 
ing and refining capacity a 
and nickel output by about 
75 per cent. 


China’s grain harvest is 
expected to reach at least 
465m tonnes this year, while 
cotton output is seen at 4 -5m 
tonnes, scarcely affected by 
floods and typhoons, the 
Ministry of Agriculture said 
yesterday, reports Reuters 
from Beijing. 

“These targets are wi thin 
reach if no major calamity 
occurs before the autumn 
harvest." it said in its Agri- 
cultural Development 
Report. 

It said that the country's 
total grain acreage had 
expanded by one per cent in 
1996. 

The ministry said it hoped 
for a 471m-tonne grain har- 
vest this year, up from 1995 ’s 
record 466m tonnes. 


With an estimated 
5 5m-tonne surplus an inter- 
national markets daring 
1995-1996, world sugar prices 
are to come under downward 
pressure, the executive 
director of the Tn ti* rna *t nna i 
Sugar Organisation said, 
reports Reuters from San 
Lnis Potosi, Mexico. 

"Although demand 
remains quite strong, the 
surplus of production over 
consumption. . . cannot fafi, 
we believe, to put world 
sugar prices under presure,” 
Mr Peter Baron told the 
annual ran g race of the Con- 
federation of Iberoamerican 
and Philippine Sugar Cane 
Growers. 

He said the c urrent sur- 
plus represented 22 per emit 
of traded sugar and that. 


together with good prospects 
for the 1966-1997 harvest in 
most most producing and 
exporting countries, would 
take the world sugar econ- 
omy into a phase of lower 
prices. 

"Raw sugar prices can be 
expected to fall to, or below, 
10 cents per pound, com- 
pared to 12 cents per pound 
currently, and white sugar 
to 13-14 cents per pound, 
compared to 17-18 cents per 
pound at the moment." 

He said that market ana- 
lysts had been puzzled why 
prices had remained stub- 
bornly high in the face of the 
looming subs tantial surplus 
and added that it could be 
partly explained by some 
slow starts to some crops 
and a relative shortage of 


high-quality white sugar and 
demand from unexpected 
sources such as Turkey, 
Pakistan and *h» Philip- 
pines. "Nevertheless," he 
said, "we feel that, sooner or 
later, the underlying statisti- 
cal situation will assert 
itself, and the level of the 
world surplus will begin to. 
affect prices." 

Mr Baron added that he 
believed investment fond 
positions in the sugar mar- 
ket had remained heavy, 
which had also been a factor 
in keeping prices high, espe- 
cially in the New York mar- 
ket He warned that an exit 
of funds from sugar markets 
could lead to an even 
sharper foil in prices. 

Looking to the future. Mr 
Baron said the world sugar 


marke t was placed in a diffi- 
cult situation, with producer 
nations , and especially tradi- 
tional exporters looking to 
boost output. 

“Production for 1996-1997 
in the centr&south of Brazil, 
where some possibility to 
transfer cane to alcohol pro- 
duction exists, lias already 
started and another crop in 
excess of 9.5m tonnes is 
expected in that region." he 
said. 

Thailand, he added, looked 
set for another record crop 
in excess of 6m tonnes, while 
South Africa would be back 
after five years of drought 
and Australia had increased 
the area sown to cane. 

“Cuba’s production, under 
the discipline provided by 
foreign investors, will con- 


tinue its upward path and 
India, for the foreseeable 
future, will produce at least 
enough to cover consump- 
tion and is currently export- 
ing at a rate of lm tonnes a 
year. Mexico, too, is back as 
a net exporter." 

He said he would not be 
surprised if Cuba stabilised 
its output around the 4£m 
tonnes the the island pro- 
duced this season and said it 
might even push production 
higher in the 1996-1997 crop, 

“We expect the world 
sugar market to enter an era 
like that experienced after 
the then record 1991-1992 
crop when world average 
raw sugar prices fell to 897 
cents per pound [19911 and 
9.06 cents per pound in 
1992,” Mr Baron said. . 


COMMODITIES PRICES 


JOTTER PAD 


BASE METALS 


LONDON METAL EXCHANGE 

[FMcea from Amalgamated Met al Trading) 


Precious Metals continued 

■ GOLD COM EX flOO Troy og.: S/boy oz.) 

Salt Do* Opea 


GRAINS AND OIL SEEDS 

■ WHEAT LCE (E par tonne) 


SOFTS 

■ COCOA LC6(B/tanna| 


M ALUMPJHJM, 9SL7 PURITY (S par tonna) 


Clril 

3 rntba 

Close 

14783-73 

1512-3 

PrariauB 

1478-77 

1510-11 

HtgtVkw 

1474/3 

151971507 

AM Official 

1473-33 

1508.5-93 

Kerb does 


1518-9 

Open bit. 

22532S 


Total dafy turnover 

44388 



M ALUMINIUM ALLOY I 


Hag 388-6 -02 3808 388.4 9 7 SOS 

Dd 301.4 -03 382.0 3903 1,006 12.788 

Dm 384.1 -03 384.7 393.7 10,859 75^36 

Frit 3865 -0.4 3865 306.6 25 8,741 

Apr 396-9 -04 399D 388.0 B37 5397 

Jb 4014 -05 4013 401.5 17 10912 

TaM 12058150371 

■ PLATINUM NYMEX (50 Troy oz.; 6/troy OzJ 
Oat 406-0 +15 407.4 4040 2362 18955 


11045 +020 11036 11000 
11290 +020 11290 11190 
11395 +015 11490 11390 
11590 +006 11690 115-75 
11790 -010 11090 11735 
11990 - - - 


■ WHEAT car PJOCbu mtn; centa/BOto bmhri) 


priee daqa M*i LM> Voi I* 
1007 -4 1018 1001 1,056 40,373 

Dec 1022 -2 1033 1017 2933 37,705 

Mar 1031 1041 1029 1923 39933 

Hay 1041 +1 1051 1040 386 20206 

Jri 1061 +2 1058 1051 38 11938 

Sap 1065 +8 1073 1084 129 3919 

Trial 69K7719B3 

■ COCOA C3C6 (10 tonnaa; S/tonneQ 


Vri 

27 

tal 

378 

sw 

Arise 

1007 

138 

3,173 

Dac 

1022 

31 

1.410 

Mar 

1031 

75 

476 

Hay 

1041 

42 

301- 

Jri 

1061 

_ 

43 

See 

1065 

313 

B9M 

Trial 



MEAT AND LIVESTOCK 

■ UVE CATTLE GME (40.000fe3; cartas 
S« Bay** Opal 


87960 - 68.150 87960 7956 15983 

70060 -0900 70900 89900 7977 38/167 
67.275 -0725 68950 67300 4980 20/118 
85300 -0325 66925 66350 1368 10073 
66900-0400 67325 80750 518 .4916 
64900-0675 65375 64350 201 2919 
21973 87967 


■ LIVE HOPS GME (4Q.00fflba: emta/bs) 


Ctoee 1270-75 

Previous 1272-77 

HigMow 

AM Official 1287-72 

Kerb dose 

Open mt. 5.104 

Tool dafly tunovar 1931 
■ LEAD (S per tonne) 


4069 

♦18 

407.4 

4040 

2962 19*55 

Sbp 

453.75 

+525 40.00 44650 

3995 24JB37 

Sap 

1346 

-8 

1360 

1336 3327 17329 

tag 

4073 

+15 

4103 

405.6 

429 3.138 

Dac 

48055 

+7^5 461.00 46290 

6,170 34901 

Dac 

1391 

-4 

1403 

1379 2918 20551 

Oct 

410.1 

♦13 

4105 

410.S 

72 2960 

■ra- 

45895 

+7.5 46000 4S290 

683 

6958 

Mri 

1423 

-2 

1432 

1420 

605 18350 

Dac 

41Z5 

+15 

418.0 

4165 

100 154 

iny 

43150 

+43 43150 42990 

14 

239 

Hay 

1442 

-4 

1447 

1438 

75 7.467 

M 

4185 

+15 

4178 

4173 

- - 

Jri 

38490 

+4 30490 389.00 

63 

2546 

Jri 

1459 

♦1 

1462 

1482 

2 5341 

Apr 


1 



2963 28907 

Dac 

40290 

+65 40290 40290 

- 

31 

*w 

1481 

+1 

1474 

1474 

332 5,162 

JH 

JUMUM NYMEX (100 Troy o&; SAray czj 

TaM 



12505 0966 

Trial 





7907 78312 

Trial 


dose 814.5-6.5 

Previous 7905-98.5 

HlgMow 

AM Official 811-2 

Kerti close 

Open im. 31.510 

Total daily turnover 7,492 

■ NICKEL CS per tonne) 


Close 
Previous 
Higft/kxv 
AM Official 
Kerb dose 
Open bit. 

Tote doJy turnover 
M TIN (S per tonne) 

6875-85 

6840-60 

6905/8805 

6600-05 

40,445 

14344 

6980-90 

6950-55 

7060ffifl60 

7010-1S 

uioono 

Close 

6100-05 

6150-55 

Previous 

6070-80 

6135-40 

HtgfVlow 


819018150 

AM Official 

6100-05 

8160-65 

Kerb dose 


6180-90 

Open Ini. 

16,753 


Total doily turnover 

4506 


M 3SNC, special high grade (S par tonne) 

Qon 

1016-7 

1043-4 

Prowxn 

1012-13 

1039-40 

High/low 

1016 

1048/1041 

AM Official 

1014-5 

10413-29 

Kerb dose 


10443-6.0 

Open «t 

66.094 


Total daily turnover 
H COPPER, grade . 

12,649 
A (S per toon 

•} 

Close 

2043-8 

1941-2 

Previous 

2028-31 

1924-26 

tfcptVtow 

2044/2043 

1956/1941 

AM Official 

2044-45 

1943-5 

Kerb close 


1952-3 

Open ait 

197,991 


Total dariy turnover 

68,531 



Sap 13095 +080 131.00 13000 507 6.180 

DOC 131.45 +080 13290 13075 184 2928 

Mar 13296 +090 - - 50 116 

Jua 13390 +090 - 107 

Total 761 6932 

■ MLVEHCOMEX (5900 Troy at,; Cerwrtrey oz.) 

tag 502.1 +09 5029 5029 - 4 

Sap 5043 +07 S0S9 5029 10262 63.450 

Dae 5119 +07 513.0 5105 1248 26935 

He 5108 +09 5209 5189 4Q2 7950 

KW 5249 +1.0 525.0 525.0 14 5916 

Jri 5207 +12 5300 530.0 IM 4.120 

TaM 1Z48B 111.123 


■ MAIZE CTT {S900 bu min: canra56fa buahaQ 

Sap 344.75 -125 35830 344.00 15324 B2.349 
Dae 32130 +19 322.75 31790 37378169362 
■far 328.00 +1 32890 32525 4.105 38311 

May 33325 +126 334.00 33125 1308 11933 

Jri 33490 +1 334.75 33250 682 0748 

Sap 30590 -3000030530 67 958 

Total 68923 280238 

■ BAHLEY ICE (E par tonne) 


■ CPOQAQCCO) (SOR*aftoma) 


Pm. d ay 

89522 


MB 61250-0325 62300 60273 2937 4/73 

Oct ’ 56900 -0.175 56975 S95D 6,460 14,467 

Dae 56975 -0.425 57300 65980 2900 10943 

M 76200-3.475 76900 75900 211 2JS32 

A|* 74300-0975 744® 73.750 36 877 

JM 79473-8325 78900 78300 46 1318 

Total 10,783 

34972 

■ POHKBB-UEB CME (40.0006»: centaAbd) 


■ CPU LL LCE (SAarme) 
Sap 1SS7 +6 158 


100.65 +0.65 10026 10025 
11035 +090 10390 10390 
10635 +050 10590 10690 
10790 +095 10790 10790 
10995 +340 10890 10890 


39 202 

67 914 

22 336 

1 81 
50 

130 1983 


Sap 1SS7 +« 1505 1545 1313 12971 
■a* 1525 -3 1530 1518 921 8367 

JM 1481 -6 1404 1480 89 4,128 

Mar 1439 -4 1457 1440 54 2987 

Hay 1418 -14 - - - 510 

M 1410 -8 1440 148 - 159 

Total 230 29232 

■ COITOE tr CSCE (37900fce; centa/lba) 


Aeg 

104.475 

+2104.473100500 

823 

Fra 

87.425 

-2 

89.750 

87325 2930 

Mar 

86.825- 

-1325 

89300 

86350 

387 

May 

85.400 

-2 

87.400 

85900 

95 

Jri 

84.190 

-1.75 

85.700 

83300 

28 

Abb 

61.475 

-2 

33.475 

81475 

- 


Trial 3288 79*« 

LONDON TRADED OPTIONS 

SMka price S tonne — Cate — — Puts — 


ENERGY 

H Cftuoe OIL NYMEX (1300 barreb. VbmQ 


UtSft DeyY Open 

price chaste Mgti Lew Vsl tat 

21.10 -033 21.8 20.70 38.782 G2J14 
2095 -0.09 20.79 2020 11902 45962 
2030 -0.18 2020 19.85 5.680 29901 
1637 -0.12 1897 1142 5.196 38373 
1920 -020 1995 1817 3207 28982 

18.10 -0.18 1820 1935 1959 19949 


■ SOYABEANS car ftOMba Hr OdaWb MateO 

A <M 77325 +4 77530 76830 5914 7340 

Sap 75330 +125 75890 74390 2988 14242 

Der 74325 +39 74300 73730 27978112,782 
Jw 751 25 +3 75390 74525 853 16,406 

Mar 75725 +325 75890 75290 361 7324 

May 76000 +29 76190 75630 74 9330 

Trial 37918 172,770 

■ SOYABEAN OtL C8T (BUOPOtoe: oanta/fc) 


10920 +0.10 11025 1082S 3276 13980 
10295 -4MQ 10430 10220 2.186 9 J16 
10090 -090 10190 10090 469 3406 
10130 -095 10200 10090 74 1316 

10125 -130 10330 10230 49 404 

101.75 -130 10390 10390 18 183 

eon 38,10 

Hg (ICO) (US cantt/pouncQ 


H AUUMtNAJM 
(99.736) LME 
1400 

1500 

1600 


CROSSWORD 

No.9,141 Set by QUARK 


Sep Dac Sap Deo 
102 147 3 14 

27 79 28 45 

3 36 101 99 


M CRUDE OIL V>£ (S/berrri) 


Lata*t Doy*a Open 

price cringe Mgti Law Vri tat 

1921 -0.41 1890 1921 18918 57.454 

18.88 -091 19.43 1896 11,533 44341 

1896 -024 1834 18.66 2212 10303 
1890 -021 1835 18 30 1264 15982 
1821 +0.01 1820 18.19 364 11959 

1790 -0.05 18.05 1790 211 6916 


Aeg 24.65 -032 2426 2*90 5/424 4305 

Sap 2491 - 2495 24.74 4948 18946 

Oct 2498 -032 25.13 2495 4946 12913 

Dee 2595 -0.07 2595 2593 7356 35952 

Jan 2950 -0.05 25.70 2635 211 4928 

» tar 280 -a 02 2830 2332 168 439B 


Cowp-dsAy 

15 dty range - 


M WHTTE SUGAR LCE g/toons) 
Oct 3439 -22 3483 342 


SOYABEAN MEAL CSX (100 Inna; S/ton) 


M LME AM Official £16 rat* 19412 

LME Ctoetng C/S ife 13416 

SWt 13C1 3nte 15112 6 rite 1134T BMPs 1-5*11 


M HIGH GRAPE COPPER (CQM6X) 
Sait Bay* 


■ HEATING Oft. XYM6X (42.000 OS gate. CftJS nataj 

Uriel Oajrfa Upas 

price Bri— ge Ugh Low Vri Ml 

Sap 5790 +037 5895 56.80 19.356 36.117 

Oat 57.75 +092 58.15 56.85 3,944 12.774 

Her 6795 +0.17 5825 57 30 1967 9982 

Dae 5635 +0.12 5855 57.40 3983 24,158 

Jen 57.95 +037 36.35 5795 1239 10911 

Fob 5690 +032 57.35 56.70 775 5.716 

28334111940 


tag 242.4 -0.4 2433 2413 4971 11935 

Sap 2389 +04 2389 ZT79 +8B2 15920 

Oct 2339 +09 2338 2329 810 7909 

Dae 2329 +1 232.7 2309 7906 26972 

Jm 232.6 +19 2329 2313 125 3970 

■ar 2325 +1.1 2325 2319 352 3952 

Tattf 18934 73JW 

M POTATOES LCE (EAb final 


Oct 3439 -22 3463 3429 835 11412 

DOB 3419 -22 3429 3404 238 4365 

Mar 3379 -22 3399 3383 393 6481 

•My 3344 -19 3364 3335 444 2958 

Affi 3349 -02 335 2 3333 322 883 

Oct 3253 +15 3253 3233 107 850 

TPM 2982 28,117 

M SUGAR »ir CSCE (112.000»>s; canta/fcjj 


nr 853 

w 1103 _____ 

* 939 -133 1053 913 68 1,042 

ty 1053 -83 8 

m 1625 - 

tri m IjBffi 

fftEMHT grog LCE (SIOAndex pgblQ 


* 11.48 -ai6 1196 1143 6.192 71448 

■ 1194 -0.10 1193 1122 3910 43939 

ay 1134 -0.06 11.10 1132 1932 16981 

f 1070 -006 1097 1076 837 13,140 

a 1095 -005 1071 1095 27B 7,183 

w 1051 -033 1056 1096 - 763 

rid 12810183318 

COTTON NYCE (SOJXXWbK centers) 


(Grade A) LME 

Sep 

Dec 

Sep 

Dec 

ionn 

137 

138 

20 

98 

snno 

73 

S3 

55 

151 

9inn 

32 

60 

114 

210 

■ COFFEE LCE 

Sep 

Nov 

Sap 

Nov 

irinn 

28 

73 

71 

148 

1650 

15 

63 

108 

183 

1700 

13 

46 

186 

221 

M COCOA LCE 

Sep 

Dec 

Sep 

Dec 

950 

41 

82 

9 

35 

975 

25 

67 

18 

45 

Ififtfi 

14 

55 

32 

58 

M BRENT CRUDE 
IPE 

Aug 

Sep 

Aub 

Sap 

1900 _ 

- 

67 

8 

45 

1B5Q 

35 

54 

25 


9 firm 

13 

36 

- 

- 

LONDON SPOT MARKETS 


CRUDE OIL FOB gW I 


Dubai S1BJ36-8.1B -032 

Brant Bland (dated) *1058*59 +031 

Brent Blend (Sep) *1948-049 -032 

W.TX S2098-130X -035 

M OH. PRODUCTS MWE prompt daDmy OF (toona) 



9295 +0.45 9390 9280 193 2546 

9250 +055 9280 91.60 4419 17960 

9195 +050 9230 91.40 43 1,464 

91.40 +085 91 90 6120 54 1243 


M QA8 OtL I*E ffifoeng) 
Sait Day*a 


9035 +085 9090 9010 14<7 15971 


9095 +060 


11 971 

6446 98,510 


PRECIOUS METALS 


M LONDON BULLION MARKET 
(Prices supplied by N M Rori ac M d) 


S price £ equtir SFr ecpjlv 
38830-36840 


35010*38850 

38025 251.914 

388.00 251.768 

3804038080 

3873038820 

3804038830 


Aug 17025 -125 18125 175.75 4.675 10.728 

Sap 1772S -0.75 1782S 177.00 5,165 19207 

OCt T7625 -130 17895 176.00 2369 8335 

Nor 174.80 -195 17630 174.78 558 4413 

nee 17275 -1.50 1759S 17323 338 11956 

Jan 17030 -0.75 17330 17125 310 5363 

Total 13971 65436 

M NATURAL GAS ItYWEX [10300 awBnt; MendriU 

lataat Bwfo Open 

pica cfcaage Hflh Im Vri M 
Sep 2090-0334 2120 1375 13957 28.177 

Oct 2105-0322 2120 1380 5466 19,189 

Nov 2.185 -a 030 2920 2390 2369 13.143 

DM 2Zn> -0332 2909 2185 1.789 15JX58 

Jm 2980-0326 2324 2205 1344 11384 

M 2200-0328 2240 2130 632 6379 

27918132773 


Aeg 

1081 

-5 

- 

- 

_ 

1,021 

»m 

1137 

-7 

1140 

1137 

12 

713 

Oct 

1226 

-2 

— 

— 

_ 

1A12 

Jan 

1238 

-10 

•a 

— 

_ 

VO 

AW 

1246 

-4 

- 


- 

181 

Jri 

1120 

- 

- 


_ 

19 

Trial 

Ona 

her 



12 

V*t 

■H 

1081 

1082 






Ort 

7030 

-238 

71 JO 

8808 

438 

7,896 

Premium Qaadne 

*211-218 

+2 

Dac 

7038 

-239 

7240 

7030 2372 3130S 

Gas OA 

*180-181 

-1 

■ra 

7226 

-138 

73.75 

7230 

286 

7J03 

Heavy Fbri OR 

581-83 


■NT 

7330 

-135 

7440 

73.10 

178 

5383 

a i 1- »■ 

uj m 

*190-183 

-13 

Jri 

74.15 

-1j*0 

7531 

7430 

47 

4346 

Jet fuel 

*208-208 


Oct 

7435 

-050 

75.10 

74JD 

1 

1345 

Dtaeal 

*183-186 

-1 

TaM 





33H 0W22 

M NATURAL OAS (Pencerthemi) 



M ORANOE JLHCE NYCE (15300tae; oentaAba) 


11260 -030 11330 11130 1948 10344 
10930 -035 11050 10630 436 4368 
10055 —020 10935 10930 186 4998 
11065 -025 11070 11025 86 859 

11230 -040 11200 11200 3 241 

11235 -045 11330 11830 1 171 

2pB 207D6 


Becton (Sert 133D-13.70 -0C23 

tariaoi Argu*. TtL London pin} 359 STBS 
m OTHER 


FUTURES DATA 

At totuns data uppBrnd ty CMS. 


38&40-38080 8.60 

M Gold Landtag RstH(VsUS$) 
__4.si e months 4.02 


■ UNLEADB) GASOLINE 
HtUBC t«2300 U5wh: cMS pfe) 


.^435 12 months 3.31 


Lariat Daft 



OPH 

4.40 



price 

CtBBfA 

IfoA 

Lear 

Vri u 

pftray oz. 

US eta equtv. 

SW 

61.10 

-ai3 

9200 

60.40 10,982 26733 

32730 

505.00 

Oct 

5&7S 

-0.19 

53.45 

58.10 

222* 6.407 

331.76 

511.60 

Mr 

3860 

-039 

5750 

56J0 

1.349 4J386 

335.85 

517.85 

Dee 

66.80 

-044 

5850 

55.80 

281 W7 

3*4.80 

531.50 

Jaa 

S40 

- 

«;can 

55.40 

33 3.334 

S price 

£ eqiAv. 

Fab 

5RB5 

- 

SS.BS 

55.S 

15 1.357 

385-388 

249-251 

Trial 





157M 47213 

307.20-309.70 

- 







90-93 

58-60 
















Nob and Seeds 

Prices Iran Kanfcto Group; USS a toone, 
mton pWacMoe 2BI30 raw Qn shriQ nam- 
nlly opened (round); 1895 crop 3950 CFFV 
For MEP. steady; 1996 crop e ettiaae d * 
8SJXJ0B - price Intfc M ed at 4300. US 
■moot s triieO atiE 1986 crop, brinched, 
23125 NPSSR AOL 6990, aWpmem Sep- 
te mber-Oc to ber; 16/20 NPS at 5.620; stan- 
danl 5% 5.150 shipment September/ 
October - an FAS CaSfcmta. US wrinuta 
1996 crop LHP 2095, 3.600 FAS CWtarfa. 
Jumbo Hartley No 1 Mlceted at 2J204. 
Ibridah hazekiua, standard No 1, 1996 
crop, government to deride today what 
price to pay growers - fluctuation levs/ we 
be 2300-3000 FOT MEP for aHpment 
front Se pte mb e r. Indian cashew* raw. 
W-32Q, 5,750 spot Europe - bown on tack 
of demand. 


VOLUME DATA 

Open itwal and Volume deta shown for 
Cdritrecta traded on COM6C NYMEX, CST, 
NYCE. CME CSCE and IPE Crude 06 are 
one day In arrears. Volume & Open Interest 
totata ere far all traded months. 


INDICES 

m Barrens iBmm. ia^3icioo) 

Aos 7 Aug 8 OHodi ago year age 
19343 18343 19913 21829 

M ewa Ribeea (Ba*e: 1967-100) 


Odd (par troy ta)$ 

$38620 

-040 

SSvar (per troy oz>* 

90550c 

-1.50 

Ptattnun (per troy oz.) 

*401475 

-OJO 

Pafodtam (per troy ozj 

S12EL50 

+09) 

Copper 

iomc 


Lead (US prod.) 

45.00c 


Tfa (Kuala Lumpur) 

1S.l0r 

+0X13 

Tin (New Yorfa 

288JK) 

+2.00 

Cattle (Bve weight) 

96L03p 


Sheep (Bve weight) 

lOZSIp 

’ ■ 

Pl®a (Ova resist 

1OS.06P 

■ 

Loa day sugar (raw) 

$909,30 

-4.0 

Lon. day sugar (wte) 

$38750 

-3.1 

Baley (Ena. faed) 

Unq 


Mfiise (US Na3 Yttov) 

$141 JSx 


Wheat (US Dark North) 

Unq 


ftfaber (Jt m 

SQjQOp 


Rubber (Augjf 

SSXCp 


Rubber (KLRSSNol) 

82550m 

+4L60 


ACROSS 

1 Dash back holding honour 
for anaesthetist? (6) 

4 With l across one carries 
out many calculations (8) 

8 l across in tiny NE 
exchange (6) 

10 A church dignitary could 
refs- to i across (8) 

12 Scores were sold in neck- 
wear (8) 

13 A l across period of fasting 
in extremes of penury (6) 

15 She's among the app ellant s 

16 English in the main shop- 
ping thoroughfare is upper- 
most (7) 

20 This l across is innumera- 
ble (?) 

21 This 1 across would be a 

boundary (4) 

25 Find the officer m former 


Aug 6 Aug 5 month age 
244.16 24434 

■ GS<a opetpaw lOTtolOCI 


Coconut Ol (RiQ§ 
Pafcn OB (MrieyjS 
Copra (PNQ§ 
Soyabeans (US) 

Cotton Outtooie-A' index 
Wootepe (84# sups) 


7903* 

*4773 

$5023* 

21*3 

76.70s 

420p 


Aug S Aag 5 month ago year ago 
19632 19834 na r* 


,T * a ^ ^ owi maw 

Asa. Qanga m -nk, ftood an UH Mad of plgi 


26 Substance used by scientist 
treated lame chick mostly 
( 8 ) 

28 12 plus tens (8) 

29 A l across of lectures in 
regular process (6) 

30 Called to appear in court, 
do men resort to tot? (8) 

31 1 across this is study of 
integers etc (6) 

DOWN 

1 1 across that's after the last 
hole (0) 

2 Well-behaved RN, namely 
at sea? (g) 


3 Press the fourth one (6) < 

5 Hinder build up (4) 

6 With protuberances, eg 
nose, loud when blown (9 

7 Getting sharp naUtrip- with- 
out leader (6) 

8 Puts turf down again in 

stages? (© 

11 Joy frtxn Turkey? (7) 

14 Idea nevertheless an time 
CO 

17 l across applied to a ccfllee*: 

tion of weeks? (5.3) 

18 Harmony round the solo 
performance (8) 

19 Orderly left out for show- 
ing buffoonery (8) 

22 l across these seen on 
vehicles (6) 

23 Is master supporting school 
break? (6) 

24 Classy, even ebaming (6) 

27 Nothing else but a lake (4) 

Solution 9,140 • ' 
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MARKET REPORT 


FT-SE 100 index regains the 3,800 level 
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By Philip Coggan, 
Markets Editor 


The FT-SE 100 index moved up 
towards the top end of its recent 
3,650-3350 trading range yester- 
day, despite a warning from the 
Bank of England that interest 
rates would need to rise if the 
government is to meet its infla- 
tion target. 

Zt was hard to pin down the 
exact reason far Footsie's rise. 
A dash of takeover speculation 
certainly helped but the day's 
corporate results, while generally 
as good as, or better than, 
expectations, saw three of the 
four reporting Footsie constitu- 


ents fall in price. 

Whatever the cause. Footsie 
recorded its sixth consecutive 
gain, adding 22.7 points to 3,811.1. 
It was ahead throughout the ses- 
sion. and held on when the Dow 
Jones Industrial Average, after 
an early rise, slipped to an 8 
point loss by the close of London 
trading. The FT-SE Mid-250 index 
added 15-5 to 4309. 

The Bank's views on rates, 
which were published in its quar- 
terly inflation report, had been 
well aired in the weekend press 
and traders greeted the news 
with equanimity. Short sterling 
futures, the market's vehicle for 
speculating on rate changes. 


weakened a little but were still 
only looking Tor base rates to 
edge up to 6 per cent by March 
1997- Gilts were supportive, with 
the benchmark 10 year issue ris- 
ing by an eighth of a point 

Whatever the economic argu- 
ments, the market is aware that 
the chancellor has political rea- 
sons to cut rates. And, on the 
electoral front, traders yesterday 
reacted positively to the latest 
opinion poll which showed the 
Conservatives narrowing the gap 
with Labour. 

Figures from Abbey National. 
Standard Chartered and GKN 
were mostly in line with expec- 
tations but profit-taking, and 


some disappointment at the lack 
of a buy-back from Abbey, took 
the shine off the shares. 

But bulls could take cheer from 
renewed hopes of a multi-bUbon 
pound takeover. Last week, the 
rumours centered on Unilever 
and Cadbury Schweppes; yester- 
day. on top of some renewed util- 
ities talk, the gossip concerned 
Reed, and a possible move for 
either Reuters or Pearson, the 
media group which owns the 
Financial Times. Analysts, how- 
ever. were dubious about the 
likelihood of such a move. 

Mr George Hodgson. UK equity 
strategist at SBC Warburg says 
“there are a few fairly wild take- 


over Stories flying around and 
one must remember we’re in the 
mfd filp of the summer and vol- 
ume is thin Results have been 
pretty positive but, while finan- 
cials have done very well, indus- 
trials have looked good only in 
relation to reduced expectations." 

Turnover received a lift from a 
£100m plus programme trade, 
which was designed to rebalance 
the UK portfolio of a foreign 
institutional investor. By the 
6pm count, the number of shares 
traded was 8083m. The value of 
retail business cm Tuesday was 
£2J6bn, the healthies t level for 
some time, thanks to the Bar- 
clays buy-back programme. 
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227 5577 27% 26% 27% 

OX 1.1 42 360 18% 18% 1B% *% 

248 03 a 197 38% 30% 38% -% 

094107 8 an 3% 3% 3% ' 

OX 29 16 60 31% 31% 31% 

OX 19 13 370 20% 20% 20% 

020 £1 12 1504 24) 241 242% -1% 

094 13 19 5732 19% 18% 19% 

092 22 32 B7 S 24 24 -% 

OK 59 17 28a 15% 15% 15% -% 

X 1308 50% 56 53% +$ 

1B57HK4% — — 

OX 1.4 X 426 H$ 13$ 13$ -i 

2X 72 10 458 X% 28% 28% 

OX 19 013D4SO 18$ 16% 16% 

022107 0 » 3 3 3 

1.18 59 11 150 22% 22% 22% •% 

DX 3.1 10 1507 26% 27$ 20 -% 

IX 39 14 4456 44 43% 43$ «% 

012 09 19 1343 14% 14% 14% -% 

IX 2.7 a 1850 50% 49% 49% 

a a 34% 33% 34% 

039 1.7 17 1948 2?% 22% 22% 

49 a 14% 14% 14% 

IX 4.7 13 386 35% 36% 35% 

IX 28 X 1076 48% 48 48% 

005 08 11 X 5% 5% 5% 

OX 19111 442 12% 12% 12% , 

090 27 21 281 35% 35% 35% +% 

046 59 18 2SB 87$ 84% 

192 59 13 1791 27% 27% 27% 

012 00 45 71 13% 13% 13% 

1.12 OB 01 22a 29% a 29% 4% 

Oa 29 27 28 25% 25% 25% 

094 2JJ 22 0247 32 31% 31% ■% 

0.16 09 Z3 48 35% 34$ 35% +% 

060 10 24 1487 X 19I2 10% Jg 

010 os is a% 21% a% -% 

1 538 5% 5% 5% 

IX 09 12 45 31$ 31% 31$ 

OX 19 X1491 53% 52% S3% 4% 

032 19 10 864 33% 33% 33% 4% 

040 19 14 2S 2S% 25% 25% -% 


W* ( " 

■t i n 

ACC tap 0.12406 15471163% 5B% 83% +3% 
feCfchiE 72466 8% 7% 0% +A 

| total Cp S3 518039% 38% X 4% 

MMMKh 2910033 48$ <7% 48% 4% 

! ADC Teh 42 8010 45% 40% 48% 4-1% 

. AWtagtoo 16 1754 a % 20% a % *1% 

AdaAEA OW X 2032$ 32% 32% -% 

AdptaSys OX 32 6530 33% 31% 33% 4% 

Mr Logie it HOB 0% 7% 8% 4$ 

AdrPUym 12 165 • 8 7% 84% 

AdtfttUb 102 723 34 32% 33% 4% 

ManUA 035 13 415 49% 48% 

AgntaeEB MO 42 2 15% 15% 15% -% 

! AkBor 034 761490 27% 27 27 -% 

AlDD ADA 1J5 10 405 57% 50% 58% -1-% 

Meat ana a? 23% 2J% 23% -% 

Atanttg OK 12 2 37% 37% 37% 

AtasRi 14 1320 15% 15% 15% 4% 

| AHCtaB 1.40 18 83 18% 17$ 18% -% 

AM Cap 1X12 143 14 13% 13$ -% 

AtaotfBC 032 7 IX 4 4 4 -,>• 

| Mb WO 006 24 1327 3$ 3% 3$ +,*, 

ABMCD 2O30EGB 47% 40% 47ft 

Am Bade* 080 10 349 43% 42% 43% *% | 
AmCBta* MB 2 512 7% 7% 7% 
tollng a 1454 20% 24% 2S% -% 
Am Soda* 032 1118a 5 4% 4$ +% 

Amfttays 149 487 10% 10% 10% 4% 
AmatA 05B 172867 24% 21% 24% 

AnMP 3 4296 % ,% 048 ■#■.» 

AmNtai Z32 8 8 B5% 64% B5% 4l 

AmPtaCaw 16 3629 12% 12% 12% -% 
Am Tew 15 6461 2S% 23% 24}| 4l,» t 
Amgnbc 2513558 56% 55% 58 -% 
AmtadiCp OXX 89 7>2 7% 7% -% 
Anetogfc 020 X 325 25% 24% 25% 4& 
Amina* 080 a 0 37% 36% 37% 4% 
Amgettm 075 8 X ID 9% 10 

An&mDp 32 4006 44% 43% 44% 4-1% 
Apogee En 034 ffl 345 32% 32 32% +% 

APPBb 451757 0% 8% 9% +% 
Appta Met 77003 27% 25% 27& +2A 
ApplaC 048 322173 22% a% 2% 4$ 
ApptaMBB 005 a 3300 a$ 27% 28% 4-1% 
MnrDr OX 19 114 1B$ 1B% 10$ 4% 
Aretco 091 14 134 11 10$ IDS 

Aiganutz IX 12 12 29% KS 2B -.49 

Anfiefflal 094 1 592 6% B B 

AmorM 064 » 324 15% 14$ IS -$ 

Arnold In 044 14 804 14% 14 14% -% 

Arteoll 62320 S»2 7% 8% -% 

I AspecfTd X «1 5S% B 53% -1 
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a 86 13% 13% 13% +% 

AUSEAlr 0X13138T 24 23%23X +.11 
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IX 11 9 4S% 46,', 

CL2D 13 20 7% 7% 7% 

17 115 34% 23% 24% +% 
11 1412 14% 13% 14,% +A 
48 1153 17 16% 17 4% 

3 178 IS 1% 1% -ft 
Dig 3m X 1149 18% 15$ 16% +1% 

Diane*Cp SO 33 S3 *% X -$ 

DMeYm OX 1 889 4% 4% 4% *% 
DNAPfent £25 1 225 U <3# £ -ft 

DdbrSa 020 27 72 X 20% 28% *% 
DontaHU OX 15 1D1U1S% 14% 15% 4ft 
DnmEngy 14 20S5 23% 2Z% 22% +% 
Dresfflan 11 1546 9% dS% S$ 

Drey GO 024127 89 29% 27% 29% 4% 
DrugEnpoOXa X 313 3% 3$ +% 
DS Band* *024 12 06 36% 35% 35% 
Durtrcn* 052 17 160 23$ 23% 23$ 
Oynsacn X4354u38% 37 38$ +1% 


E MS* ask Lmr tnt aof 
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LXora 072131 0 15% 15% 15% 

Ladd Fin (Lis 23 ia 11% 11 n% 
UfliFtach 523277 26% 23% 28% *3% 
Lancaster OS8 14 120g 36% 35% 36% 4-% 
Latin hex 096 S3 177 17 16% 15% 
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LBsoiuqM 
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X 24B B% 
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0 864 1 8% 

157 10 414a55>2 

420743 31$ 30% 30% -*-% 
24 427 3$ U3% 3$ tft 
10 59 14,1 13% 14% +% 
0 544 2,1 ?% 2ft 
27 2 28$ 28$ 28$ 

T5 286 2$ 2$ 2$ 

010 87 79 4$ 4% 4$ 

IB 579 7% 7% 7$ 

022 2312773 20$ 20$ 20$ 
a 14 7$ 7$ 7$ 

16 70 a 20% 20% 

181363 13% 12% 13 

94 75 16% 15% 16 

12 41 io% B% 10 

016 a 540 32% 31U 32% -*% 
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024 10 357 33% 32% 33$ 
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032 35 5 15$ 15% 15% -1$ 

080 19 1312 16% 15$ 1t% 4*% 

UndsayMxOZO 16 6 37% 3S% 37% *1% 

UneaiTec* 020 2017333 34% 33% 34% 4-2% 

044 12 516 27%dZ6% 27% -% 
LMMnGp OKI 301101 X$ 20% X -.43 
LneSBSSi 26 3109 33% 32$ 33% 

Lone Sur 19 475 1 4$ 14$ 14$ 
LTX0P 613314 5$ 5% 5$ 

LVAU 064 23 24 44% 44% 44% 
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1 RBad-Bte 8 8448 12 II 12 »1 
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Repllgen 005 1 S64 1 $ $ -% 

tertian 10411662 2S% 22% 25% *1% 

fesnMfcd 181393 T8% 16$ 17% f 

Resound X 746 9$ 8$ 8$ -% 

Ftaltera 099 20 3945 68% 67% 68% *Sft 

RaattaEn* DX 90 231 15% 15>2 15% -% 

fttHgui 012 13 42 s% 5 5% 

Romewlt 062 1213114 16$ 16 16$ -% 

02B 16 5652 30% 34$ 36 »1$ 

24 531 18% 18 18% 
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«U17$ 17$ 17$ +% 
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FoetB A 0 268 4% 4 4% 
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Abreast CD 2 148 11% 11% 11$ 
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18 
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X 

41 
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24 

» 

-% 
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13 
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*$ 
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11 

6 
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1» 

ft 

Beam 
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11 

46 
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-% 
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22 

65 
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19 

19 
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Wprap l 5 % % % 

Candnr M3 16 231 30% 29$ 30% +$ 

Cm Mac 014 29 2 8$ 0% 9% 

OMAHA 001 124 4$ *i! 4a -$ 

comtara OX 14 HM 20$ 20$ 20$ 

CmpTdt l« 71 10$ B$ 10 -$ 

Compute: 31 87 2% 2$ 2% 


n « 

Stack Dk. E 100* m* (MOMaCtog 
taxdRM 14 21 6% 6% 8% 
GranATAaOM 17 72 13$ 13% 13% +% 
Cram CA 040 1 in 15% 14$ 16% +1$ 
CrwmCB 040 1 210 14$d14$ 14$ 

Cotdc 057 22 115 31% 31% 31% -% 
17 X 2$ 2$ 2$ 


Utah 31307 1$ 1ft 1% 

13 327 017% 18$ 17$ 


Eton Co 048 X 3 13% 13% 13% 

Echo Bay 007 » Bll 10% 10% 10% 

EcOEnA OS 27 10 7% 7$ 7% 
20 146 10% 10% 10% 

32 710 13$ 12$ 13% 


Fa) hth 070 19 X X 25$ 26 

FWA 280 15 15 51% 51 51% 

ftraetta 17 898 37$ 38$ 36$ 
Ffwamcy « 13 7ft 7% 7$ 

Gann OX IB 110 16$ 1B% 10$ 

6ta*FM* 07B 19 404 34$ 33% 3* 

070 12 221 18$ 18% 18$ 
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♦% 

-% 
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OIOS 13 17 17 17 +$ 

9 IX 8$ 6ft 8ft -ft 
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018 10 2 11% 11% 11% 
19 551 7$ 7$ 7K 
42 130 15$ 14$ 15 
OIO 19U778 14 13% 13$ 


JenSel 
KtoarkCp 
my Exp 
itagiEq 

Letanga 
user tad 
Uenaxtac 
Lynch Cp 


02 2ft 2% 2% 
13 3$ 3% 3$ 
43 10$ 1B% 16% 
57 13$ 13% 13$ 


-% 

-$ 

+$ 

+$ 


46 776 8% 6 6% +ft 

88 714 13% 13% 13% 

3 329 10$ 10$ 10$ 4$ 

21 2 80% X X 


Mete A 

Men CD 


MMjI 
MODS A 

MSRE0 


6 74 40% 40$ 40$ 
OK 13 331 32$ 30$ 31$ 
02fl 4 126 6$ 6$ 6$ 
01162 10% 10$ 10% 
5 6% 6% 8% 
100 14 69 20$ 2D$ 20% 

« 118 K d% a 


-$ 

-% 

-% 

% 

+$ 

■+$ 


NeMtor 5 122 8% 9% 0$ 
NTDdA OX X 3702 30% 20% 29$ 
110 E 4ft 4$ 4,% 


W St 

Stack Dk E IDDt Sgb Low Dow Chog 
NW 7 1» 10% 10$ 10$ 

PBpmsG 0101223387 12% 12% 12% -% 

Perth OX 1 27 10% 1D% 10$ 

PUmyA 033 13 46 42% 41% 42% -% 

PNC 1.12 11 *5 12% 12$ 12% +% 


BawKMI 27 000 3D%JOO% 30% 
SJWCDrpJr 122 9 9 36% 38% 36% 


Teh Pints 020 12 10 SI Bit 6,$ -ft 

TMSOatl 040 16 114 40% 40$ 40% +% 

Itonedcs 42 430 2B% 25% 2fi$ +1$ 

TKnoohs 32 154 34$ 34$ 34$ +$ 

TfltPNA 0X148 73 10% 10$ 10$ 

TpanCnby 4 30 % fi % 

Triton D 6 fl ft ft 

Tutollfe* 64824u10$ 10% 10% +$ 

Tonft* 007114 111 28% 26$ 3$ -% 

TunttS 007114 604 2S% 26$ 26$ -$ 


IBDPM6B 17 34 24% 24 24% +% 

Botoil 73 1280 7$ 7$ 7$ +$ 

Boston Tc X 698 15% 15% 15ft +ft 

ftBdyWA 040 17 201 22% 21$ 21$ -% 

BRCMOge 17 91 34*2 M 34$ 

Branca MBIT 2D lS$ 15$ 15$ 

BSBBncp QX 11 23 25% 24% 25% 

BT Start 048 X 3 u4% 4% 4% 

&rffete 15 5563 13$ 12$ 13 +$ 

BuHenT 12 86 7$ d7% 7$ -% 

Bur tem 9 321 10$ 18% 10$ +$ 

BufcrtH DAD B 781 28% 025 25% -% 
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CTk 31 548 X 25% 25% 

XdSdMps 1W 15 X 32$ 32$ 32$ 

CUtowCBmaX IS BO 13% 13 13% 

CBmCp 324474 S% 9% S% -$ 
Chgene 235 1 2927 5$ 5% 5$ +% 
CdMcro 13 578 

■ XX 
CMka 18 574 

Oman he C52 30 
OrttanCm 02B 10 


Genzyne 308877 25$ 24$ 24$ 

Quote* Cm 521K 10$ 10$ 10^2 
GetcheOG X 8 X X 35 
GBsna 040 5 2391 12% 1 2% 12% 
-SddtagsL 012 41 3092 lift 11% 11% 
GKaenA 0.401 do 217 12% re 12 
eWiBtan 31 19 B% 05% 6% 
Gmta 3 440 11$ 11% 11% 

Good Guy* 26 360 9 S$ 8$ 

GaukfcPitV OX 21 29TB 21% 21$ 21% 
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Dow subsides, semis Surprise results lift Sobering 5.9 /o 
add to recent gains 


Wall Street 


US share prices fell away in 
late morning trading after a 
firm start, in spite of a con- 
tinuing rally among semi- 
conductor and construction 
Stocks, writes Richard 
Waxen in New York. 

A surge in prices late on 
Tuesday carried over to yes- 
terday morning, lifting the 
Dow Jones Industrial Aver- 
age by 23.3 points soon after 
trading opened. However, 
the rally lost momentum as 
proSt-takxog took over, send- 
ing the Dow back to where It 
bad started the day. At mid- 
day, the Index was 
unchanged at 5,696.11. 

The Nasdaq composite 
fared better, holding on to 
some of its early gains to 
trade at 1,131.79, a rise of 
2.92, while the Stan- 
dard & Poor's 500 fell back 
0-25 to 662.13. 

Semiconductor stocks 
added to recent gains in 
anticipation of the publica- 
tion. due later in the day, of 
the Industry's “book-to-bill" 
ratio. 

This indicator, which com- 
pares orders for new chips 
with current shipments, was 
expected to show a more 
robust picture of new orders 


after several weak months. 

Intel was up $% to 60%, a 
new record, in spite of a 
delay in the introduction of 
its multimedia Pentium 
chip. Micron Technology 
jumped $3 to $25 on a more 
optimistic earnings forecast 
from Merrill Lynch. 

The biggest declines 
among Dow stocks during 
the morning came from 
Chevron, Exxon and Texaco, 
echoing weakness among 
oils companies generally. 
Chevron was trading at 
558%, a fall of 51%. while 
Exxon was down $ 1 % at 
582% and Texaco was off $% 

at $86% 

On the NYSE Westing- 
house Electric shed 5% to 
$16%. Another creation of a 
giant media acquisition. 
Time Warner, lost $V4 to 
$36% as It emerged that the 
company was in discussions 
with its biggest shareholder, 
Seagram, after a prolonged 
stand-off between the two. 
Concern that Seagram would 
sell Its stake has been 
among the factors weighing 
on Time Warner’s shares, 
which are trading 20 per 
cent below their 52-week 
high. 

Oxford Health Flans, a 
managed healthcare com- 
pany. rose sharply for the 


third day, following a big 
healthcare merger on Mon- 
day. Oxford rose $2tf , or 6.5 
per cent, to $44&, bringing 
Its advance since the begin- 
ning of the week to 17 per 
cent 


Canada 


Toronto crept higher at mid- 
day. with the TSE 300 com- 
posite index up 4-22 at 
5,028.48. TeleGlobe was up 75 
cents at C$23.40 after the 
telecommunications com- 
pany named a new president 

and chief executive officer 

late on Tuesday; among 
other buoyant high tech 
stocks. Hummingbird Com- 
munications was C$1.05 bet- 
ter at C$37.65. 


SOUTH AFRICA 

Equities were upset as a 
weak rand and fears of a 
poor July reserve figure 
prompted talk of a possible 
rise in interest rates. The 
overall index lost 39.4 at 
6,721.1, the industrial index 
weakened 46.7 at 7,953.0 
and the gold index was off 
2&8 at 1,809.0. 

Antic was down 500 cents 
to 158 rand, De Beers shed 
250 cents to 132 rand. 


A welcome surprise In 
pharmaceuticals, mixed 
pickings in the banking sec- 
tor and another scare at 
Meta llgese llschaft gave 
FRANKFORT plenty to bite 
on, as the Dax index moved 
to an Ibis-indicated 2,541.41, 
up 13.68 on the day. 

Sobering's 22 per cent rise 
In first half earnings, and 
the forecast of a gain of a 
third in profits for the year, 
was well ahead of analysts’ 
forecasts. The shares easily 
topped the Dax 30 perfor- 
mance charts with a gain of 
DM6.15, or 5.9 per cent, at 
DM110.50. Mr Mark Tracy at 
Goldman added 

the group’s recent strategic 
deals, with Abbott In imag- 
ing and Leiras, and Jena- 

pharm in hormones, had 
also strengthened its thera- 
peutic presence. 

In banks, Dresdner man- 
aged a rise of 47 pfg to 
DM4L55 after a 44 per cent 
jump in she month oper atin g 
profits but its denial of 
merger talks with Bayer- 
nhypo, down 19 pfg at 
DM48436, took some of the 
steam out of the sector. Bay- 
era verein. the most recently 
effervescent, fell DML04, or 
L9 per cent, to DM53. 

Financials, however, were 
also enlivened by a reed deal: 
the German Federal Cartel 
office’s cautious welcome to 
subsidiary share stake swaps 


with Allianz left Munich Re 
registered up DM75 at 
DM3465, a new 1996 high. 

Meanwhile, it seemed at 
the end of the day that what 
might have been an 
extremely expensive mistake 
In the LME copper options 
market bad been broadly set- 
tled. Metallgesellschaft. 
which had a previous, near- 
fatal accident in oQ trading, 
was named as the prime 
mover. The company 
explained it only had a 
minority interest in the cop- 
per brouhaha, and fall 30 pfg 
to DM26JB8. 

AMSTERDAM digested 
first half figures from both 
Akzo Nobel and Hbogovens, 
and found particular plea- 
sure in the latter, marking 
the shares up FI 390. or 69 
per cent, to F16U20. Akzo 

retreated from a high of 
FI 193 to close with a gain of 
Fll at FI 189.70. 

The ABX Index was also in 
good spirits, rising 5.65 to 
553.44. Analysts said that 
they were pleased with the 
Hoogovens interim figures, 
which matched expectations, 
and defied fears that the 
group might release disap- 
pointing results. 

As far as Akzo was con- 
cerned. sector analysts felt 
that the company had put in 
a good performance and that 
its forecast for the second 
half was in line with expeo- 
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tattoos. 

PARIS equity trading. 

nnm again was affPCtSd by 

weakness in the franc. The 
CAO40 ftiriev eased 2L60 to 
1,996.74. in turnover of 
FFr2. 6bn. 

Accor was the day's heavi- 
est loser, down FFnS, or 2.7 
per cent, at FFr640, as Mer- 
rill Lynch cut its earnings 
forecast for the hotel group 
to FFnhn from FFrlXbn for 
1996, and to FFrlJbn from 
FFrl.7bn for 1997. The group 
is due to release half year 
sales data tomorrow, and 
Merrill expects these figures 
to confirm the slowdown In 
both French and German 
hotel room occupancy rates. 

E or o tunnel put in the 
day's best performance, with 
a rise of 35 centimes, or 4-3 
per cent, to FFr8.45, as more 
investors took a positive 
view of the group after the 
release of encouraging data 
earner this week. 

L’Oreal, which reported a 
12 per cent gain in first-half 


sales, added FFr21, or 1.4 per 

cent, at FFr 1.548. 

MILAN took the Stet pri- 
vatisation news coolly, and 
the stock fell steadily 
throughout the session, clos- 
ing off L237, or 4.7 per cent, 
at L4,765. The -government 
said late on Tuesday. that the 

telecoms group would he 
sold off between February l 
and Mar ch 8L 

One explanation of Stefs 
fail was thgt some Institu- 
tions were taking profits fol- 
lowing a good rise as the 
market anticipated the 
announcement. However, 
there was also disappoint- 
ment that the sale of major 
non-core assets, such as Ital- 
teL had not been given 
either a definite go-ahead or 
date. A number, of commen- 
tators also felt that the 

pnn n nnr-OTnpnt fell short Of 

the industry shake-up that 
had been eagerly awaited. 

TIM, the- mobile telephone 
operator, fell L8 to L3.270 
and Telecom Italia was L37 


lower at L2$7S. 

The Mlbtel index eased 6X 
to 9,634, off a low of. 9.588, . 
while the Comit shed 4&9 to- 
603^3. 

ZURICH took its die from : 
the dollar, US bonds and the: 
Dow, and the SMI . lxidex. 
closed 33.6 to 3,662^ in mod- : 
est volume. ABB put; on • 
another SFri4 at SFriUMS 
ahead of today's half yeas . 
figures from the engineer; in 
banks. SBC. due to report 
next Wednesday, climbed 
SFr&2S, or 2^5 per ceafc to 
SFT240.25. 

MADRID was shaky, with- 
sharp bond market losses 
weighing on prices. Utilities 
wore down as a class; T^ba- 
calera fell a farther Ptal70 ta 
PtaS.060 an the threat af a - 
{nice war with Philip Morris;. 
and Repsol dropped PtafiO to; - 
pta4,160 on uncertainties 
overhanging the oil industry 

after the announcement of • ■ 
US sanctions on Investments - ; 
in Libya and Iran. 

DUBLIN was encouraged - ~ 
by good results from some - 
UK banking stocks, and the ' 
sector rose 1.7 per cent as 
the ISEQ overall Index 
firmed 27.59, or 1.1 pea: cent, 
to 2,518.7. Relatively small 
deals pushed AXB up 6p at - 
85Qp and Bank of Ireland 8p 
at 450p. 
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Mexico supported by rate cut Nikkei off 1.3% on US unwinding fears 


nsi'*- 


The region's equity markets were cautiously 
higher in midse ssion trading. 

MEXICO CITY was encouraged by a fell in 
domestic interest rates, as well as economic 
data showing that the country’s industrial 
production rate had risen by more than 13.2 
per cent during May. a figure that was 
higher than expectations. The CPC index was 


up 15.11 at 3^22U99 by midday. 

SAO PAULO was holding its own with the 
Bovespa index just 125 ahead at 61,432. Many 
investors were digesting news that a local 
broker had downgraded Telebras, one of the 
market's leading stocks. BUENOS AIRES 
was also Impassive at midday, and the Mer- 
val index had risen 2.57 to 553.70. 


Tokyo 


EMERGING MARKETS: «FC WEEKLY INVEST ABLE PRICE INDICES 


Market 

No. of 
stocks 

August 2nd 
1096 

Dollar terms 
% Change % Change 
over week on Dee ‘95 

Local currency terms 
August 2nd % Change % Change 
1B96 over week on Dec *95 

Latin Aimrica 

£2*9) 

53054 

+43 

+1241 




Argentina 

(31) 

836.86 

+7.7 

+4.5 

512.764.60 

+7.7 

+42 

Brazfl 

(88) 

370.08 

+4.3 

+212 

1.398.03 

+42 

+252 

Chile 

(43) 

733J30 

-03 

-2.0 

1213.11 

+02 

-0.5 

uofornota 

(15) 

605.34 

+2. 3 

+12 

1,129.84 

+1.7 

+7.7 

Mexico 

(66) 

525.15 

+6.5 

+15.9 

1,705.85 

+5.7 

+132 

Penr' 

(21) 

227.73 

+5.8 

+15.5 

342.49 

+6.8 

+232 

Venezuela* 

(5) 

498.57 

+4.4 

+49.1 

5.415.52 

+4.6 

+1072 

Asia 

(632) 

249.17 

+0.7 

♦72 




China* 

(24) 

57.33 

-1J9 

+6.0 

60.14 

-12 

+52 

South Korea* 

(145) 

103.82 

+1.7 

-17.6 

111.05 

+1.6 

-132 

Philippines 

(35) 

313.27 

+4.1 

+20.7 

396.44 

+4.1 

+202 

Taiwan, China* 

(63) 

140.04 

+1.5 

+242 

144.59 

+1.4 

+25.1 

India 7 

(76) 

93.31 

-1.6 

+16.1 

117.48 

-2.0 

+17.0 

Indonesia* 

(44) 

113^0 

401 

+3.5 

144.52 

+0.5 

+6.1 

Malaysia 

(123) 

306.00 

+0.6 

+12.8 

281.80 

+0.7 

+10.9 

Pakistan" 

(25) 

24934 

-0.6 

+3-0 

403.02 

-0.4 

+6.9 

Sri Lanka” 

(5) 

94.58 

+1.7 

-9.1 

113.72 

+1.7 

~5J9 

Thailand 

(72) 

305.67 

-0.4 

-18.7 

306.65 

-O.B 

-18.4 

Eura/Mfd East 

(238) 

13838 

+1 A 

-22 




Czech Rep 

(5) 

73.18 

+0.4 

+21.0 

64>M 

-0.0 

+21.1 

Greece 

(47) 

243.47 

+0.0 

+0.8 

389.09 

-0.1 

+02 

Hungary” 

P) 

164.49 

+5.9 

+87.1 

296.00 

+5.8 

+822 

Jordan 

(8) 

165JJ6 

-1.5 

-10.6 

246.63 

-12 

-105 

Poland 0 

(22) 

067.48 

-3-4 

+56.6 

1,13726 

-32 

+71.9 

Portugal 

(26) 

129.95 

-0.9 

+122 

135.83 

-1.1 

+142 

South Africa” 

(63) 

221.30 

+0.1 

-142 

204.66 

+0.6 

+54 

Turkey- 

(54) 

156.86 

+10.4 

+50.1 

6.186.57 

+10.8 

+107.0 

Zimbabwe 01 

(5) 

368.06 

-0.1 

+34.0 

54027 

-02 

+432 

Composite 

(1119) 

29X55 

+2.1 

+6.4 
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In a review of its Latin American equity portfolio this week Bear Stearns lifted 
its rating on Mexico to neutral from underweight, cut Peru to neutral from 
gnt and maintained a neutral weight on Argentina. The broker explained 


overweigt 

that the recent improvement in the outlook for US interest rates was a positive 
factor for the region. “Meanwhile, the gradual recovery of economic growth in 
Latin America, relatively attractive valuations and steady investment flows, as 
emerging markets continue their 1996 comeback from the traumas of the past 
two years, remain as positive supports for the region’s equity markets," said 
Bear Stearns. 

The broker added 2.7 percentage points to Mexico’s recommended weighting of 
24.2 per cent: “The gradual improvement in the policy environment, with an 
ongoing shift in focus from austerity to growth should support further price 
appreciation, while the market is now quite cheap at 10.3 times 1997 earnings”. 
The broker raised its year-end target for the IPC index to 3,700 from 3,500, with 
the dollar-adjusted target rising to 451 from 427. 

Peru's rating was cut mainly because of a deterioration in the outlook for 
inflation, with the year-end inflation forecast being raised from 10 per cent to 12 
per cent. Elsewhere in the region Bear Stearns reiterated its overweight recom- 
mendations on Brazil and Chile, and also maintained its neutral weight on 
Venezuela and underweight on Colombia. 


Fears that US investors were 
cutting down their overseas 
investments heightened pes- 
simism and the Nikkei aver- 
age fell 1.3 per cent, writes 
Enriko Terazono in Tokyo. 

The 225 index lost 267.29 at 
20,477.59 after moving 
between 20,452.97 and 
20,827.97. Small lot selling by 
overseas investors combined 
with the slide In speculative 
stocks, prompting further 
selling in the face of margin 
calls. 

Volume totaled 280m 
shares against 274m. The 
Topix index of all first sec- 
tion stocks fell 16.37 to 
1.563.44 and the Nikkei 300 
fefi 2.94 to 291-57. Declines 
led advances by 869 to 154 
with 178 unchanged. 

In London, the ISE/NIkkel 
50 index rose 5.34 to 1396^L 

Sentiment weakened on 
speculation that US inves- 
tors would continue to 
unwind their positions. Wor- 
ries that futures-linked 
trades tied to the options set- 
tlements on Friday would 
depress shares kept most 
domestic investors on the 
sidelines. The Nikkei had 
taken its fall to 9.7 per cent 
from the four year high of 
22,666.80 posted on June 26, 
and there were fears that the 
key index could go Into a 
downward spiral if it broke 
the near term tec h nical sup- 
port level of 20,400. 

Among speculative stocks, 
Tokai Kogyo plunged Y75 to 
Y600 and TYK, the most 
active issue of the day, by 
Y100 to Yl.180, but Nichi- 
boshin, a non-bank money 
lender, gained Y34 to Y434. 

Overseas investors sold 
blue chips in small lots. Nip- 
pon Steel fell Y3 to Y353 and 
Kawasaki Steel declined Y10 
to Y372. Nissan Motor fell 
Y31 to Y835. 

The yen’s decline failed to 
stop a fall in technology 
issues. Toshiba fell Y8 to 
Y703, Sharp declined Y20 to 


Y1.740 and Sony retreated 
Y80 to Y6.790. 

Banks lost ground on arbi- 
trage-linked trading. Indus- 
trial Rank of Japan fell Y30 
to Y2J270. Dai-Ichi Kangyo 
Bank fell Y10 to Y1.810 and 
Fiqi Rank lost Y20tO Y1.030. 

In Osaka, the OSE a verage 
fell 255.64 to 21,648£9 in vol- 
ume of 26.4m shares. Kane- 
matsu NNK, another specu- 
lative stock, plunged Y480 to 
Ya^io. 


Roundup 


Indian traders said that sev- 
eral domestic funds, includ- 
ing state-owned insurance 
institutions, turned buyers 
and lifted BOMBAY by L8 
per cent. The BSE 30 share 


index closed 62.15 higher at 
3,543.44. 

Cement and steel shares 
jumped on higher product 
prices. DCM Daewoo Motors 
jumped R&6.25, or 15.6 per 
cent, to Rs46 an its plans for 
a rights issue; this followed 
the recent news that Daewoo 
Motor of South Korea was 
considering expanding its 
stake in DCM from 51 to 75 
per cent 

KUALA LUMPUR pushed 
United Engineers (UEM) 
higher in late trading, help- 
ing the market after the gov- 
ernment appr oved new road ' 
toll rates for UEM*s wholly- 
owned Projek Lebuhraya 
Utara Selatan (PLUS). UEM 
rose 50 cents to M$18.00, 
leaving the KLSE composite 


h»H<«r 6.61 higher at 1,100.13. 

SHANGHAI balanced a 
recovery in sentiment 
against profit-taking In lead- 
ing Pudong shares after rises 
in the previous few days. 
The B share index ended off 
intra-day highs, but still 
0940, or L8 per cent, higher 
at 51.913 in turnover of 
$12. 9m. Shanghai Lujiazul 
Finance and Trade Zone 
Development led active 
stocks, rising- $0j024. or 2.75 
per cent, to $0,894 in 8m 
shares. 

BANGKOK decided that 
the promised support fund 
for the market was an 
advantage again and 
rever sed Tuesday's falls. The 
SET index ended 7.85 higher 
at 1,133.33. But foreigners 


turnover 


stayed away, and 
was just Bt3.4bn. 

SEOUL started with under- 
priced, large-capitalisation 
stocks and moved on to 
broadly-based buying which 
left the composite index 538 
points higher at 834.03. 

HONG KONG snapped its. 
five-day winning streak, the 
Hang Seng Index ending 7M 
lower at 11,127.54 In turnover 
down from HK$5.98bn to 
HK$4.59bn. Giordano, the.: 
retailer, dropped 60.cents to 
HK$CL00, after a year’s low of ' 
HK$5.85 on lowqr , than 
expected interim respite. 
Hong Kong Aircraft Engl- . 
neeriug (HAECQ) rose 50 
cents to HKS20.10 after a 
small rise in half year prof- - 
its. 
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Technology in Retailing 
- Strategies for Success in j w 
a Rapidly Changing Environment 


An FT CONFERENCE in association with 


RETAIL 

TEC II NOLO C V 


24 & 25 October, London 

This conference will address the major strategic and tactical issues identified by 
research to be of uppermost concern to retailers both in the UK and within 
continental Europe. 


The challenges of finding the best ways to succeed in retail markets are set against 
a backdrop of increasing complexity - caused both by marker considerations anH 
the additional choice of offerings from IT suppliers. 
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ISSUES INCLUDE 


• Changes in Markets, Customers, 
Competition, and Channels 


• The Role of Techno logy in Growing 
a Business 


Next Seeps in Efficient Consumer 
Response 


■ What Do Customers Want From 
Technology - If Anything? 


Improving Customer Service 
Improving Customer Loyalty 
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